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Plan and Scope of Course 

IT is no easy task to find men qualified to 
write a foreign trade course. Experts with 
a practical knowledge of the subject and 
also the ability to impart that knowledge are 
scarce. I think that we have been singularly 
fortunate in securing the cooperation of men 
who are not only authorities in the subject 
covered but are also writers skilled in mak- 
ing their work readable and practical. 

The course has been written with emphasis 
on three characteristics — concreteness, con- 
ciseness and Americanism. It aims to be prac- 
tical, to avoid theory and specu- 
lation. It is designed to treat ^"f^T 

t ,i % . A . j. f» foreign 1 raae 

each of the subjects in as few 

and as forceful words as possible. It is Amer- 
ican, written from an American point of view, 
for Americans. 

Many steps go to make up an export trans- 
action. Where the export business is properly 
planned, they follow in a natural sequence. 
The basic plan of this course follows in a gen- 
eral way the same sequence. It comprises 
twelve instalments or study-units. At present 
we shall consider only the subject matter of 
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the course, and later the form of the study- 
units. Four major divisions suggest them- 
selves, as indicated in the diagram below. 

Outline of Study-Units 
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In planning a foreign trade campaign it 
is fundamental to determine, first, markets 
and policies. This is foundation work. With 
it completed the merchant is ready to sell. He 
must consider, second, selling methods. Hav- 
ing his customer's order, he turns, third, to the 
problem of handling that order to its comple- 
tion. With the structure of foreign trade 
thoroughly understood, the exporter — if he is 
progressive — insists on knowing, fourth, the 
factors that may affect foreign trade as a 
whole. 

Unit I deals with the economics of world 
trade. It outlines the commercial principles 
that business pursues, often unconsciously. 
The mighty forces of all international 
trade are reviewed. But it is more V**™***** 

*u * A i . rp. Markets and 

than a treatise on theories. The em- p nd es 
phasis is placed on American trade — 
how it has developed, whither it is tending, 
what the future will be when the present 
world crisis is passed. It is interesting and 
fundamental in a practical way. 

Unit II proceeds to the markets. It is not 
a commercial geography; it is a careful 
study of our foreign customers. The markets 
of the world, their trade centers, their possi- 
bilities as consumers of American goods are 
discussed from the point of view of the Amer- 
ican exporter. This Unit aims to give the stu- 
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dent that "world view" which is essential to 
a proper understanding of foreign trade. 

From the broader subjects of economics and 
markets Unit III proceeds to the more specific 
problem of policies. It indicates the choice 
of methods confronting the domestic manu- 
facturer entering the foreign field. Treating 
the subject concretely and citing actual exam- 
ples, this Unit offers an excellent basis for 
deciding specific problems of individual 
exporters. 

A good architect looks to the foundations 
of his building first. It is no safer to neglect 
the basis of an export business than it is to 
overlook the base blocks of a skyscraper. 

The second group of Units, IV, V and VI, 

leads into the actual selling of products. Unit 

IV explains the functions, the mechanism, the 

policies of the export houses. The 

** l? g j contributions of the export merchant, 
Methods - . . , r - , ' 

the commission house, the manufac- 
turer's agent and the export forwarder to 
trade are explained in detail. The manufac- 
turer who wishes to export, but not direct, 
learns in this Unit the facilities that are 
offered him for reaching his customers 
indirectly. 

Many manufacturers, however, choose to 
deal direct with their overseas customers. 
Unit V presents a thorough analysis of the 
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situation confronting such exporters. In 
studying these problems we are led into the 
details of exporting — the questions of depart- 
mental and office organization, the thousand 
little things that assume an unexpected im- 
portance in exporting. This Unit appeals to 
the man who is to handle an export business 
from his office in the United States. 

Unit VI touches more closely the man who 
is starting for foreign fields. How should he 
plan his trips, what qualifications should he 
have, with what difficulties will he meet, how 
should he handle the foreign customer, how 
should his firm treat him ? These are samples 
of the practical questions treated in Unit VI. 

The choice of methods for obtaining orders 
is of prime importance to the exporter. Hav- 
ing chosen his selling method and having ob- 
tained orders, his next task is to execute the 
orders. 

Unit VII follows the order from factory 
to customer. All the questions of shipping by 
rail and steamer, and of insuring the ship- 
ment, are discussed with authority. 

Handling 

Ocean rates, routes, ship charters, " onaimg 

^ j r i_- • j ^ Export Orders 

methods of shipping goods — the 

hundreds of subjects related to ocean shipping 

are discussed. The broader problems of 

transportation policies affecting our trade are 

clearly presented. 
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Unit VIII covers the financing of the trans- 
action — the means of getting payment, the 
methods of international exchange, the ques- 
tions of credits, the fundamental principles on 
which export financing is based, and the 
efforts now being made through foreign in- 
vestments and branch banks to build up our 
overseas trade. 

Unit IX is of peculiar interest. In it will 
be included copies of correspondence cover- 
ing actual export transactions, from the sim- 
plest to the most complex, taken from the files 
of manufacturers and exporters. The experi- 
ences of these men in manufacturing, in pack- 
ing, in the many phases of handling orders, 
will be collected into this unit. 

With the completion of the first nine units 

of the course the student will have acquired a 

knowledge of the constituent parts of export 

trade and is ready to undertake 
Factors Influencing a gmd of outside f actorg that in _ 

Foreign Trade n .^ 

fluence it. 

Unit X, on law, discusses legal questions of 
vital importance to both export manager and 
salesman. By a comparison of American busi- 
ness laws, covering ordinary commercial rela- 
tionships and transactions, with foreign laws 
of similar nature it brings out the points our 
exporters must observe in overseas trade. The 
broader questions of commercial treaties, cus- 
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toms and other phases of international law 
are discussed. 

With the responsibility upon us of pushing 
our goods in the markets of the world, our 
first task is to understand exporting. But to 
further our world trade we must buy as well 
as sell. In Unit XI the principles, the 
mechanism and the problems of importing — 
the second half of our foreign trade — are con- 
sidered. Foreign buying, customs regula- 
tions, import houses, are described in detail. 

Unit XII closes the course with a considera- 
tion of the various agencies promoting foreign 
trade, foremost the Bureau of Foreign and 
Domestic Commerce, then other public, semi- 
public and some private agencies — suggesting 
many sources of information to the man enter- 
ing export work. There is also a discussion 
of the broader questions of governmental poli- 
cies affecting tariff, merchant marine and 
similar trade factors. 

You will receive this course in 12 study- 
units, the first of which is now in your hands. 
An additional study-unit will be 

What the 

mailed to you every two weeks dur- - . VJ . A r 
, / / . , , * Study-Untt Is 

ing the six months period of the 
course. 

Each study-unit consists of the following: 
1. A letter from the director, which is 
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slipped into the front pocket of the text- 
book. You should read this first of all. 
It is introductory to the text, and indi- 
cates in brief the scope, plan and pur- 
pose of the Unit. 

2. A text-book which ordinarily contains 
about ioo to 150 pages. This book 
includes all the required reading. 
Some suggestions for additional read- 
ing on related topics may be given, and 
such extra reading will in all cases be 
valuable and helpful. If you can find 
time and opportunity for this extra 
reading, do it by all means. But this 
outside material must not be allowed 
to divert your attention from the main 
purpose of following the course as it is 
presented. 

3. A stamped post card. This is enclosed 
in the front pocket of the text-book, and 
is called "Report on Reading." As 
soon as you have completed your first 
reading of the text, you should fill out 
this card and mail it. 

4. A series of quiz questions. These are 
printed in the back of each text-book, 
and are designed to test your under- 
standing of the text. When you have 
completed your second reading of the 
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text-book, you should go over these 
questions and satisfy yourself that you 
can answer all of them. 

5. A problem. This is printed separately 
and enclosed in the back pocket of each 
book. With the problem is included 
blank paper on which to write your 
solution and an addressed envelope 
in which to mail it. Shortly after 
its receipt, we will return your so- 
lution with our comments, and will 
give you a rating which will be entered 
on our records. Solving the problem 
constitutes the best evidence the student 
can give that he understands the sub- 
ject matter and its application to the 
practical problems of foreign trade. 

A study-unit including these five elements 
will be mailed to you every two weeks from 
now to the end of the course. Your 
own work during each two-week Your Program 

period will fall into three distinct 
stages, as follows: 

1. Read the introductory letter and the 
text-book from beginning to end. 
Do not try to study carefully during 
this reading. Your first object is to 
get a general view of the subject. Read 
for the pleasure of it. Let the bo6Ic : : Y: 
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grip you with the sheer interest of it. 
The moment you have completed this 
first reading, take the post card from 
the front pocket, fill it out, and mail it 
immediately. You should return this 
post card within three or four days 
after receiving the study-unit. 

2. Go back to the text-book and study it 
carefully. 

Concentrate. Make sure that you get 
every important idea. Don't go too 
rapidly; make sure that you under- 
stand and will remember. 
At the end of this second reading, test 
yourself by going over the quiz ques- 
tions. If you can't answer them, go to 
the text and study the related chapters. 

3. Now you are ready to solve the 
problem. 

First study the problem carefully and 
make sure that you understand what it 
is asking. 

Then answer it fully but concisely. 
Don't slur over anything that you can- 
not answer, don't dodge and don't bluff. 
The object is to test your mastery of 
the subject. The answers should be 
definite, straight - from - the - shoulder. 
. : : We are not looking for a perfect solu- 
tion of the problem. We are looking 
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for a solution on your part which shows 
your knowledge of the subject and your 
ability to apply this knowledge prac- 
tically to the problems of importing 
and exporting. 

This, then, is your program of work for 
every two weeks. There are 12 working 
days in the two weeks. Some time during 
the first four days you ought to 
complete the first stage— reading the % e ?f , This 
introductory letter and text, and 
sending the post card report of reading. Dur- 
ing the next four days you ought to complete 
the second stage — that is, reread the text and 
test yourself with the quiz questions. During 
the last four days you should work out the 
problem and mail your solution. 

Systematizing your study is highly im- 
portant. If the work is neglected for a day 
or two, it piles up to a discouraging degree and 
becomes an irksome burden rather than a 
source of pleasure. 

As you take up the study of this course there 
are two thoughts that I would impress upon 
you. 

The first is that in foreign trade, as in any 
other activity, ambition is the first essential to 
success. Ambition is more than mere desire — 
it is desire with momentum back of it. It is 
the mark of the ambitious man that he wel- 
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comes the opportunity to devote part of his 
leisure time to getting ahead. It is not arm- 
chair work — becoming efficient in foreign 

trade. In many cases it will mean 
Special Qualities the acquisition of foreign lan . 
Required tn 1 - .„ ° M . 

Export Trade S ua g es - Jt Wl11 mean mastering 

— not merely looking over — the 

material included in this course. 

The second thought is this : Training in for- 
eign trade is as truly capital as gold coin stored 
in a vault. Much capital is intangible. The 
man giving up a position to work his way 
through college, the doctor foregoing imme- 
diate practice to serve as an interne — these men 
are storing up capital, but capital of the 
intangible kind. You, who are undertaking 
the work of this course, are beginning the 
storing up of intangible capital. The men 
who are in demand today are the men with 
training, with information, with capacity and 
equipment for specific work. The man wanted 
most is the man with the largest reserve of 
personal capital. 

In the field of foreign trade, there is great 
demand for this type of man. The work calls 
for specialized training, it requires initiative, 
foresight, resourcefulness, endurance — it lay9 
a premium on the characteristics which the 
ambitious man possesses. You may have been 
attracted to foreign trade by a curiosity to see 
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new peoples and visit strange lands, traveling 
the highways and byways of the world. In the 
end I believe you will find a deeper value in 
it than this. You will realize that rubbing 
shoulders with the traders of other nations 
has given you a fuller sense of power, greater 
self confidence. It has taken you away from 
the narrower confines of domestic trade and 
has broadened your outlook to include all six 
continents. You welcome the challenge to 
prove that the American business men — of 
whom you are one — are the equals of their 
competitors in all markets. 
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Our New Place in World Commerce 

WE are facing today the beginning of a 
new era in the economic development 
of the United States. 
There was a time when the nation consisted 
of only a few colonies scattered along the 
Atlantic seaboard. The inhabitants them- 
selves supplied the major part of their needs; 
they brought in from Europe what they could 
not make for themselves, and their exports 
were small indeed. 

During the early part of the last century the 
United States became an agricultural and pas- 
tural nation. We began to produce raw ma- 
terials and food supplies, sufficient not only 
for our own needs, but for those of a large 

part of the world. We became ex- 
The Development porters of raw materials and food 
of Industrialism r -. ^ . . . , 

supplies. During the same period 

we began first to establish small industries for 
supplying our more complex needs. Gradu- 
ally industry developed and during the last 
quarter of the nineteenth century and the 
early years of the present century the United 
States has become a great industrial nation. 

14 
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Our exportations of raw materials and food 
supplies have proportionately diminished and 
of industrial products have increased, as is 
shown more fully in a subsequent chapter by 
Mr. Austin. 

Today we are about to enter upon a period 
of vaster world commerce. Unprepared and 
even unwilling, we have been forced to play 
an important role in international economics. 
Suddenly and without warning, the great 
European war has forced upon us the privi- 
lege and the obligation of sup- 
plying the wants of a large part i^VaL^ 

, t iiTTT • 1 Export Leadership 

of the world. We are required / t ^ e World 

to go into unfamiliar markets, 
and to supply there the goods formerly pro- 
vided by the great industrial and exporting 
nations of Europe. 

This is a place in world economy which I 
believe we will not relinquish. The United 
States is about to become, if she has not alread} 
become, the great exporting nation of the 
world — and an exporter not so much of raw 
materials and food supplies as of manufac- 
tured and complicated industrial products 
which represent the highest stage in economic 
development. 

The great European war has forced upon 
us the industrial leadership of the world. And 
thereby it has also brought home to us with 
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singular force the importance of foreign trade. 
Three years ago it would have been difficult 
to arouse much serious interest in the Middle 
West or in the South on the subject of foreign 
trade. Overseas markets meant little to pro- 
ducers, manufacturers and merchants not 
located near the Atlantic, Gulf o'r Pacific sea- 
boards. 

Today it is different. Our farmers in the 
Middle West have realized that because na- 
tions, thousands of miles away, have gone to 

war, and because the supplies of 
Awake to the wheat frQm ceftain j wheat 

Importance of , . - Jr t , 

Foreign Trade P roducin g sections of the world 

have been cut off from their usual 
markets, there is a special demand for Amer- 
ican wheat and the prices obtained for 
the largest crop produced in the history of 
the United States are the highest prices on 
record. 

At the same time the producers of cotton in 
another section of the United States have had 
brought home to them with disastrous force- 
fulness the fact that a large part of the cotton 
crop of the United States is marketed in 
Europe, that when those markets were sud- 
denly cut off the price of cotton went down 
and down until it was scarcely more than half 
of the usual price, and far below the cost of 
production. Both of those groups have sud- 
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dcnly and for the first time realized the im- 
portance of foreign trade. 

As a matter of fact the whole nation has 
had an object lesson, staged on a tremendous 
scale, of the importance of that comparatively 
small proportion of our total trade that may 
be classed as "foreign." That small portion 
amounts to not more than ten per cent, 
of the total, and yet all of our difficulties 
at the outbreak of the European war were 
caused because that small percentage was dis- 
arranged. 

The importance of foreign trade to the 
United States is being recognized as never 
before. It is seen in the increased interest in 
the subject of a merchant marine for the 
United States. That service in the past was 
performed for us by foreign nations. Just 
/ now at the crucial moment when we wish to 

expand our overseas commerce, we find those 
nations at war. Many of the ships which 
would have carried our goods are being used 
to transport supplies for the belligerent armies. 
Many of them have been sunk. Others have 
been interned. As a consequence, the total 
supply of the world's ocean tonnage has con- 
siderably diminished. Freight rates have risen 
to unprecedented levels. With our bigger 
overseas commerce to be carried we find our- 
selves practically suppliants, praying our com- 
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petitors for the small privilege of sending our 
goods to the very places where they are in 
greatest demand. 

Recognition of the importance of foreign 
trade is also shown by the increased interest 
in the subject of foreign banking, and by the 
establishment of better banking facilities be- 
tween the United States and other countries. 
Our largest bank has established branches in 
many parts of Latin-America, and has ac- 
quired a banking corporation doing business 
in the Far East. Large corporations have 
been established to develop industrial and 
commercial undertakings in all parts of the 
world. 

Manufacturers in national conferences have 
come together to discuss foreign trade. The 
press of the country has devoted columns to 
it. Public interest, in a remarkable way, has 
become focussed on our international trade 
relations. 

In view of the apparently small interest 

taken in foreign trade prior to the outbreak 

of the European war it is surprising to learn 

the real importance of the United 
Our Position gtates - the world > s mar k e ts. In 

Before the War . n . 

the fiscal year 191 2-1 3 our ex- 
porters sent abroad nearly $2,500,000,000 
worth of products. This was exceeded only 
by the exports of Great Britain. We were the 
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second exporting nation of the world, ahead 
of Germany and far outdistancing France. 
And, what is more significant, our exports dur- 
ing the last quarter-century have shown a 
steady and rapid increase. The exports of 
the United States have doubled in the last 1 5 
years. 

It is necessary and interesting to point out 
that a very large proportion of those exports 
consisted of raw materials and foodstuffs. 
This proportion, however, has been steadily 
decreasing during recent years. 

In the decade, 1870 to 1879, *h e proportion 
of manufactured goods exported from the 
United States amounted to only 20.35 P er cent 
In the period, 1880 to 1889, it amounted to 
20.05 P er cent * I n *h e period, 1890 to 1899, 
it had increased to 25.28 per cent. And in the 
period from 1900 to 1909 it amounted to 37.66 
per cent. During the normal years imme- 
diately preceding the European war, from 
1910 to 1914 inclusive, the proportion of our 
manufactured goods to our total exports 
amounted to 46.75 per cent. On the other 
hand the proportion of raw materials and 
foodstuffs exported from the United States 
steadily decreased. These movements arc 
significant in themselves and would have been 
equally significant if their importance had not 
been forced upon us by the outbreak of the 
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European war and by the new role in inter- 
national commerce which we in consequence 
are called upon to accept 

For the present and during the continuance 
of the European war the United States is and 
will be the most important exporting nation 
of the world. The exportations of Germany 
have practically ceased. Those of England, 
^ exclusive of the war supplies sent to her allies, 
♦ have noticeably fallen off. Meanwhile those 
of the United States have very considerably 
increased. 

It is sometimes said that the recent increase 
in exports of the United States has been made 
tip almost entirely of munitions of war and has 

been practically confined to 
WarMunitionsand Europe. These are not exactly 

T ^Z wth in the f acts * II is true that our ex " 

ports to Europe have vastly in- 
creased and have perhaps increased more rap- 
idly than to any other part of the world. It 
must be borne in mind, however, that even in 
normal times the bulk of our exports have 
gone to Europe. In 191 3-14, for example, we 
sent to Europe 62.86 per cent, of our total 
exports. 

It is, however, erroneous to suppose that 
this large increase in exports consists solely of 
munitions of war. We may, for the sake of 
convenience, divide our exports to Europe 
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into three groups : first, munitions of war, such 
as ammunition, rifles, guns, artillery; second, 
articles not actual implements of warfare, 
which are supplied to the nations now at war 
primarily for use in belligerent activities, such 
as copper, chemicals, motors ; and third, arti- 
cles which would have been exported in the 
regular course of events even in times of peace. 

Of these three groups the first is the smallest 
in amount; the second group comes next, and 
the third is largest. Our exportations in this 
last group have enormously increased— due to 
the withdrawal of European men and capital 
from the usual occupations of peace. In part 
the United States has filled this gap and has 
supplied the warring nations with the things 
which in time of peace they would have sup- 
plied for themselves. 

It is equally interesting to note that in our 

export trade with other parts of the world, 

as well as with Europe, increases — perhaps 

more significant ones — have occurred. Our 

export trade has vastly increased 

in neutral markets entirely out- £Jw* "!** '*• 
.j - - ~ J Neutral Nations 

side of the war zone. Compare 

the seven months ending with January of 
1 9 14 with the seven months ending with 
January of 1916. I have arbitrarily cho- 
sen this period because it was about the last 
of June, 191 5, that the United States, and 



22 FOREIGN TRADE 

many neutral markets entirely out of the war 
zone, had recovered from the shock of the 
European war. On comparing these two 
periods, we find that our export trade with 
Canada has increased about 13 per cent, and 
our export trade with Central America has 
been about stationary. Our export trade with 
South America has increased by about 20 per 
cent, with Africa nearly 40 per cent, with 
Asia by a little less than 40 per cent and with 
Australia by about 40 per cent This very 
briefly, then, is the general situation of our 
foreign commerce at the present moment 



Ill 



Retaining Our Increased Trade 

WILL we and can we retain this in- 
creased trade ? I believe that we can 
and we will. I find that most of the 
practical men in foreign trade believe that 
they will be able to retain perhaps not all of 
the new business, but a very large proportion 
of it at least. It is a question which I believe 
rests squarely upon the ultimate level of costs 
after the war. If costs in Europe are dimin- 
ished, then the United States 

will be less able to compete Level of Costs the 

. t ~ , . Deciding Factor 

with Europe than at any time 

past. If that were the outcome, Europe would 

undoubtedly be able to come back into the 

world's markets and secure not only the trade 

which we have built up during the war, but 

much of the trade which was ours previous to 

it. Under those conditions European nations 

would undoubtedly be able to get even more 

business in our own home market than ever 

before. 

I doubt, however, if that is to be the result. 

Logic and experience seem to point in the 

opposite direction. Let us consider for a 

moment the important items of cost. They 

23 
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are labor, capital, taxes and the efficiency of 
a going organization and connections. This 
last is often termed "good will." 

There is no doubt that the European nations 
are at present losing good will. Good will 
depends upon the ability to establish and to 
maintain a going business — just what the 
European manufacturers have been unable to 
do since August, 19 14. American manufac- 
turers and merchants are picking up whole, 
as it were, the good will that has been volun- 
G d Wtt tar ^y dropped by their European com- 
petitors. Just recently a large English 
concern withdrew from business in Spain, 
closing its Madrid offices and recalling its 
manager. Its principal competitors had been 
German and American firms. With the Ger- 
mans now entirely out of that market, the 
Americans are free to take over the good will 
built up by their former competitors. 

It is hardly conceivable that taxes in Eu- 
rope will not be enormously increased as a 
result of the war. It is evidently the policy 
-, of all the belligerent nations to meet the 

costs of it, not by immediate taxation, 
but through funded debts. This war will 
be paid for by the taxpayers of the next 
50 to 100 years; and the taxes will rest heavily 
not only on the people, but on industry. 

Already the cost of capital in Europe has 
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been much enhanced. Capital which could 
be had for two and four per cent, prior to the 
European war can scarcely be purchased r . 
for six per cent. now. In my opinion 
capital will be in great demand immediately 
following the war, not so much for imme- 
diate reconstruction purposes as for all kinds 
of new enterprises and replacements which 
will be necessary because present equipment 
is being worn out and because present initia- 
tive and enterprise are being stored up with- 
out outlet. The demand for capital will 
be great, the available amount of it will be 
limited, and in consequence the cost of it will 
be high. 

The supply of labor, it seems equally clear, 
will be considerably diminished ; consequently 
labor will be in great demand following the 
close of the war. Many of the best and 
most skilled laborers of Europe will 
not come back from the front. Many will 
come back maimed and diseased. Practically 
all of those who return will have lost that most 
valuable element in the European laborer, the 
habit of work. The European workman has 
been noted for his industrious qualities, for his 
loyalty, for the work spirit which is in him. 
This, in my opinion, will no longer exist 
among those men who have experienced the 
excitement of army life in the trenches and on 
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the battlefields of Europe. Labor, especially 
skilled labor, will be in great demand, and 
will consequently be high in price. 

There is no need of our relying entirely on 
a theoretical explanation of the possible ef- 
fects of the European war. We can go back, 
if we care to, and find out what happened 
in the years immediately following the Napo- 
leonic wars, the Crimean war, our own Civil 
war, the Franco-Prussian war, and finally, the 
Russo-Japanese war. In the case of each one 
of these conflicts, we find that taxes were con- 
siderably increased and that the entire fiscal 
affairs of the nations were much disarranged. 
We find that both the cost of capital and the 
cost of labor were enhanced. 

We have but to compare the rates of inter- 
est immediately following the Napoleonic 
wars with the rates immediately preceding to 

see the very great increase which oc- 

Effects of CU rred. The London bank rate in 

Previous Wars , . , ,. - 

the ten-year period preceding the 

Crimean war averaged three per cent. The 

rate for the five years succeding the Crimean 

war averaged 4^ per cent. Take the scale of 

wages which existed in the United States in 

i860 as a standard, or 100, and we find that 

wages during the period from i8£b to i860 

varied from 90 to 100. We find that upon the 

disbanding of the army in 1865 wages went 
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down to 66. Within the first year, however, 
and as soon as the temporary readjustments 
could be made, wages increased, and by 1870 
were up to 134. Perhaps the most marked 
effect of war upon wages is that noticed in 
many of the skilled trades in Japan imme- 
diately following the Russo-Japanese war. In 
some cases wages increased from 80 to 100 
per cent, in the two or three years immediately 
following the conclusion of peace. 

What do these facts indicate? It seems to 
me that they forecast a generally increased 
level of costs in Europe following the war and, 
in consequence, a much higher level of prices 
than for the period immediately preceding 
the conflict. If these facts be true the United 
States will be better able to compete with the 
nations of the old world than ever before. We 
shall be enabled not only to hold our domestic 
trade, but in addition to make still further 
advances in outside markets. 

Since the outbreak of the war we have 
learned our great lesson: That the United 
States was not, is not, and can not be an iso- 
lated nation. The United States 

is bound to other countries of ^^ Away from 
- . ... • «,, . t Our Isolation 

the civilized world by ties closer 
than those of blood relationship. The vital 
importance of those commercial ties was re- 
vealed to us only by the greatest war of all 
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times. We did not realize our dependence 
upon Europe, until we found our credit facili- 
ties snatched from us, the ships which had 
carried our commerce commandeered, the 
markets for many of our staple crops suddenly 
closed, and new markets with which we were 
not familiar suddenly opened to us. 

We are not isolated. Our interests are vi- 
tally bound up with the interests of other 
countries. We can no longer, facing the facts 
as they exist, and facing the facts which have 
been driven home to us during the last few 
months, declare ourselves a nation apart and 
living unto ourselves alone. 

As long as the war continues with unabated 
vigor the United States will continue in an 
abnormal and, in fact, an unhealthy economic 
position. We must not be led into the fallacy 
of supposing that the phenomena of business 
life which we see about us today are normal 
and will endure. The keen business man must 
carefully segregate those features in our com- 
mercial and industrial activity which are nor- 
mal and permanent from those features which 
are war-caused and transient. 

This much we can accept as true, that the 
longer the war lasts, the deeper will be its im- 
pression upon our economic life and the more 
enduring its effects. Already there have come 
into existence by reason of the abnormal world 
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conditions many factors which two short years 
ago would have been scoffed at as impossible. 
The United States has attained a position of 
commanding importance in the world of in- 
ternational finance. We hare contracted our 
output of cotton and have increased our output 
of wheat. Many products which a few months 
ago were imported from Europe are now be- 
ing manufactured by American concerns, at 
a cost which — to the surprise of our manufac- 
turers — is often cheaper than that in Europe. 
These facts point to a complete change in the 
economic position of our country and to a new 
role that we must take among the great 
trading nations of the world. 

Sympathizing, as we do, with the great na- 
tions of Europe in their struggle for self- 
preservation, regretting the daily waste of 
capital and labor, and admiring the heroic ef- 
forts of the nations to sustain their economic 
organizations, we must not forget our own 
position. The advent of peace will bring with 
it consequences as grave as did the outbreak 
of war. We cannot continue to bask in a 
hectic and unstable prosperity. We are watch- 
ing a struggle from which will result cataclys- 
mic economic changes, as vital to us in their 
consequences as they will be to the contestants. 

We can well follow the example of the war- 
ring nations which, in the thick of a struggle 
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that would seem to absorb every energy, are 
looking to the future. Even now they are 
taking action to prevent or further, as the 

case may be, an economic invasion. 
reparmg ftey foresee, as we must foresee, a 

titanic struggle for commercial su- 
premacy. The Central Powers are even now 
planning a close alliance for commercial de- 
fense and for commercial offense. The Allied 
Nations, especially those in western Europe, 
are planning preferential tariff arrangements 
which will prevent their present enemies from 
commercially invading their territory, and 
Will encourage inter-ally trade. Much has 
been said, and perhaps accurately, about the 
possibility of special and preferential tariff 
arrangements between Great Britain and her 
colonies. It is even possible, although not so 
probable, that Russia will permit her present 
allies to enter her market on specially favora- 
ble terms. 

European nations are hard at work collect- 
ing and collating material which will serve as 
a basis for the negotiation of new commer- 
cial treaties. Great Britain is appointing 
commercial attaches in neutral and allied 
countries and trade commissioners in her colo- 
nies. She is collecting thousands of samples 
of manufactured products sold by her rivals 
in foreign markets. France, even in the midst 
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of her present difficulties, is sending commis- 
sions of prominent officials and experts to 
many countries, our own included, to estab- 
lish closer trade relations. Even the smaller 
countries of Europe are alert to the opportuni- 
ties and the danger of the present situation. 

It is sometimes urged that the hatred en- 
gendered by the war will soon pass away ; that 
each country will seek the cheapest market in 
the end, without respect to nationality. In an 
unorganized market this might be true. But 
Europe is not unorganized. Legislation, tax- 
ation and organized public sentiment will be 
the means of continuing for decades, and even 
for generations, the commercial struggle 
which will grow out of the armed conflict 
The United States, the innocent bystander, 
can not expect altogether favorable treatment 
at the hands of either group. 

We may justly reverse the old saying: "In 
time of peace prepare for war." For us it 
should read, "In time of war prepare for 
peace." 

Preparedness is a word which has come to 
have, within recent months, a special signifi- 
cance. It has possibilities of vast importance 
for the United States. Ordinarily we think of 
preparedness for war — military and naval 
preparedness. It is equally important, how- 
ever, that we prepare for peace — economic, 
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industrial and commercial preparedness. 
There is one general result of the great con- 
flict in Europe which is perhaps more impor- - 
tant and more significant than any other for 

the United States, reaching out 
Gamed:- nQt Qnl intQ the field of CQm . 

An International j-j ., t -. • -. ^ 

Paint of View ™ erce and ^dustry, but into the 

field of politics and international 
thought as well. The United States has ac- 
quired something, which the United States 
and the people of the United States never 
had before, and that something is an interna- 
tional point of view. The people of this coun- 
try have been individualists of the most ex- 
treme type — individualists not only person- 
ally, but nationally. We have talked in term9 
of the United States, we have acted in terms 
of the United States, we have existed for the 
United States and the United States alone. 

Now we have suddenly become aware of the 
fact that there are other nations in the world, 
that those other nations are important to us, 
and that what they do seriously and vitally af- 
fects us. We have suddenly acquired an inter- 
est in those other nations — in what they are 
doing, politically, financially, industrially and 
commercially. In the future it will be impos- 
sible for us longer to devote our attention to 
things exclusively of our own country, and our 
policies, national and individual, will be to a 
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considerable extent affected by the new inter- 
national point of view which we have ac- 
quired. We must prepare to play the part that 
has been thrust upon us in world commerce; 
we must think in terms not of domestic trade, 
but of world trade. 



IV 



The Need for Trained Men 

NOT long ago I remarked to the treasurer 
of one of the largest corporations in 
the United States — a corporation 
which maintains branches in many foreign 
countries — that there are two major problems 
facing us in the development of our overseas 
commerce: First, the problem of financing 
our foreign trade; and second, the problem 
of training men for foreign service. "Yes," 
he answered, "those are the two important 
problems. But I should be inclined to say in 
our case, and I believe it is true of 

ProSZ a h many ° ther krge concerns > that if 

Finding Men we can ** n( * ^ e men t0 carr y on our 

foreign trade we shall have no diffi- 
culty in financing it." 

The greatest need in every line of business 
in the United States today is the need for 
trained men. This is especially true in for- 
eign trade. For in spite of the volume of its 
exports, this country has not in the past spe- 
cialized in foreign trade. Only a compara- 
tively small group of our manufacturers and 
exporters has been directly and largely con- 
cerned in business abroad; the bulk of our 

34 
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exports until a few years ago consisted very 
largely of raw materials and foodstuffs which 
practically sold themselves ; hence the demand 
for qualified men has not been widespread and 
has not aroused general interest 

Today, however, it is safe to say that the 
demand for men trained in foreign trade is 
nation-wide. The export house, the export 
commission house, the import 
organizations, the ocean ship- £"^*?* 

., , JDetnand tor Dlen 

ping companies, railroads, 
freight forwarders and express companies feel 
the need of men to fill the new positions cre- 
ated by the expansion of their activities. The 
banks need men acquainted with foreign ex- 
change and international banking. Chambers 
of commerce and commercial organizations 
of various kinds want men to manage their 
foreign trade departments. 

The United States Government in its De- 
partments of Commerce, Treasury and State 
has felt the scarcity of trained men for the 
consular service and as foreign trade advisers, 
and especially of men with specialized train- 
ing to serve on the staff of commercial attaches, 
commercial agents and special agents con- 
nected with the Bureau of Foreign and 
Domestic Commerce. 

I might say, however, that the most in- 
sistent demands for men with foreign trade 
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training come from manufacturers. They 

need salesmen and branch managers abroad; 

they need managers of export departments at 

home ; they want, for various ca- 

Chitf Demand from pacities men who have maste red 

Manufacturers *- . . t e . , 

the principles of foreign trade 

work. They are beginning to realize the 

importance of export trade in building their 

future business and are seeking men with a 

knowledge of foreign trade to help them secure 

that business. 

They turn first to the men jn their imme- 
diate employ. In all lines of business, those 
men who are looking ahead to the future will 
find a big opportunity in the field. I know 
of a recent case where a man younger in age 
and in years of service than five of his asso- 
ciates, was chosen for a responsible and lucra- 
tive position merely because with an average 
amount of business sense he had combined an 
excellent knowledge of overseas trade. For- 
eign trade training is at a premium today in 
every progressive manufacturing plant and 
financial office in the country. The man who 
has acquired that training will be a lap ahead 
of his coworkers when the manager announces 
some day that he is looking for a representa- 
tive abroad. 

The men who will be able to take advantage 
of these opportunities must possess in the first 
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place broad business sense — the qualities that 
We ascribe to a man when we say he has a 
"good business head." In the final analysis 
business is the same the world over and 
the man who has made a success of his Business 
work at home can be relied upon to suc- 
ceed abroad if he has an understanding of 
the principles and methods of foreign trade. 
I refer to the technical knowledge of for- 
eign trade — the details of exporting and im- 
porting. Domestic and foreign business do 
not differ in fundamentals, but 
only in technical details. The Tahnkal Knowledge 

j • ^ a t. • j • rt of Foreign Trade 

conditions of shipping differ — 

the exporter must know how to invoice 
his goods and how to draw his shipping 
papers. Financing is different — he must know 
how to draw drafts and negotiate them. It 
is necessary to know the facilities available for 
getting goods into foreign customers* hands. 
He must know how his salesmen are to be 
equipped and routed. In fact, there are a hun- 
dred and one things of importance that go to 
make up the essentials of a foreign trade train- 
ing. It is these things that have been included 
in the course you are beginning. 

It is necessary to remember that a man must 
know the business he represents. He must 
understand the product he is to sell. He must 
combine the technique of exporting with a 
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detailed knowledge of his own business. He 

will appreciate this most when he finds in 

some little town in the interior of a foreign 

country a customer whose whole 
Knowing the Hfe has been spent buying, selling 

oPecttic Business * * . - « . 

and studying the goods he repre- 
sents. Nothing appeals more strongly to a cus- 
tomer than such full information on the part of 
the exporter and his salesmen. It is on this in- 
formation that he must rely when put to his 
own resources in some market thousands of 
miles from the home office. 

How then are we to combine these two 

kinds of training — the theory of exporting and 

the actual knowledge of a specific business. 

My answer is to train a man in his 

1°'?*??, in job. In foreign trade especially it 
the Job ^ , • • e •!«_--•• 

is not training for a job but training 

in a job that brings the best results. If our 
college educational facilities offered foreign 
trade courses in detail, a coordination of col- 
lege and practical work might be arranged. 
Except for certain very restricted localities 
these facilities are very inadequate. It is just 
here that a well-planned course of reading 
and individual study is most useful. Every day 
will give the student opportunity to observe 
in his daily work the application of principles 
which he is studying. It is this feature of the 
present course in foreign trade that impresses 
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me with its practical nature and its field for 
usefulness. 

A final word as to what this training means 
to the business man. I shall forbear telling 
what I think it will mean to the nation — sus- 
taining her standards as a trader and assuring 
the retention of her present foreign trade. It 
has a much more immediate and personal 
value to the employer. He is training the in- 
dividual not necessarily for the individual's 
sake nor for the nation's. He is training the 
individual for the sake of his own business. 
He realizes that that business which is manned 
by the best trained men will in the 

long run be the most successful ***** Men Mean 
, r T . , Best Business 

business. It is not a matter of 

philanthropy or altruism to train and educate 
his men. It is a part of efficient management 
so to train employees that they will be really 
efficient for the work entrusted to them. 

I believe in having Americans to sell Amer- 
ican goods. No movement seems to me so 
full of promise for our future foreign trade 
as the efforts on the part of our business men 
to train in their own establishments men with 
American ideals to represent them abroad. It 
is my hope that the present course in foreign 
trade will prove a valuable contribution in 
furthering that work and carrying it forward 
to a fuller and wider success. 
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World Trade Forces 

IN November, 1795, there cleared 
from Salem harbor for a secret 
destination the good ship Rajah; 
captain, Carnes; owner, Jonathan 
Peele ; four guns and ten men. Close- 
packed in her hold was a cargo of gin, 
brandy, tobacco, bar iron and dried 
fish. It was Mr. Peele's secret venture 
to the island of Sumatra. Eighteen 
months later the Rajah, to the great ex- 
citement of envious shippers, dropped 
anchor again in Salem harbor, filled to 
the hatch coamings with wild pepper, 
that showed a net profit of 700 per cent, 
on the cost of ship and voyage. 

It was the era of the individual in 
foreign commerce. Export undertak- 
ings were conceived, promoted and car- 
ried to completion, often single-handed, 
by free lances in the world's markets. 

Today the exporter is a unit in an 
enormous and complex mechanism. 
His shipment, be it one dollar or a mil- 
lion, passes through dozens of hands 
and reacts on the whole structure of 
world trade. He must fit himself into 
this mechanism and obey its laws. 

What, then, are those influences that 
he must obey? What are the great 
world trade forces? 



Basic Factors in World Commerce 

THE distinction between "foreign trade," 
and "domestic commerce" is primarily 
geographical. As the term implies, 
foreign trade refers to ex- 

changes between countries, <fri , „„ 

t ^_ ^ , •. Domestic Commerce 

between great areas of the 

various continents. Trade within the borders 
of a country we call domestic commerce. 

Valuable as the international trade of a 
nation often becomes, it is always of less 
money value than the domestic trade of the 
same people. In our country our domestic 
commerce, comprising the merchandise sold 
only a single time among our own people, is 
under normal conditions of trade ten times as 
much as all of our imports and exports com- 
bined. Including as it does all farm products 
and the output of all mines and factories, our 
domestic trade totals $45,000,000,000 a year, 
as compared with about $4,500,000,000 in our 
foreign trade. This statement relates to nor- 
mal conditions, such as obtained previous to 
the European war. During the single calen- 
dar year 1915, our exports alone were $3,- 
500,000,000, a full billion above normal, most 
of this gain being in exports to Europe. 
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The enormous resources of domestic trade 
are thus a vast reservoir upon which foreign 
trade can draw for its expansion. 

The principles underlying international 

commerce may be divided roughly 
The Governing intQ tw0 - or groups# The first 
Factors tn . , J *? . , ^ 

World Trade 2 rou P includes those basic factors 

upon which world commerce is 
built. 

The second group comprises a multitude of 
minor factors, having a close relationship to 
the basic factors, but less indispensable and 
more indirect in their effect on trade. 

In this first chapter we shall consider the 
first group, comprising the essentials of trade 
— which are three in number. 

i. Division of labor. 

2. Transportation, aided by intercommun- 
ication. 

3. Finances. 

The exchanges in world commerce are due 

to a division of labor among men and among 

great groups of men. It is well understood in 

industry how the most success- 
es/on of Labor f ul f actories are those which 

the Basts of Trade t - 

assign to each man or group the 

task of making a given part of the article to be 

produced. By keeping hour after hour and 

day after day making that particular paitt, 
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the group becomes more and more expert 
in performing that specific task. This 
principle prevails, perhaps unconsciously, in 
the distribution of the duties of world produc- 
tion among nations, continents and climatic 
areas. The tropics are capable of supplying 
certain natural goods that the temperate zones 
cannot produce. In turn the temperate zones 
can provide manufactures which the dwellers 
in the tropics need. 

The farmer of the Mississippi Valley, who 
requires the wool of Australia, the silks of 
China, the jute bagging of India, the rubber of 
Brazil, the tin of the Malay Peninsula and the 
coffee of South America, does not trouble 
himself as to how these articles are to be 
brought to him. He knows that by giving his 
attention to growing wheat and corn, for 
which his section of the world is especially 
fitted, he is sure of being able to buy all these 
articles at his own door. 

Similarly, the people in other parts of the 
world, whether in the plantations of South 
America or in the mines of the Orient, know 
that they can exchange their respective prod- 
ucts for the food of the western prairies or 
the manufactures of the great mills of the 
United States and Europe. 

£The Chinese coolie working in the tin 
mines of the Federated Malay States finds that 
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the wages he receives for his labor will enable, 

him to buy, more easily than he can himself 

make it, the empty five-gallon kerosene tin 

which he cleverly converts into 

Mfww/"™/ various sorts of household 
the World and Back . . ,— t , . 

utensils. The tin-plate used in 

the manufacture of this can has been plated 

with the very tin he has dug from the mines, 

and which has thus traveled half-way around 

the world and back to him. 

The workman in Great Britain with one 
day's labor in the factory can pay the cost of 
transporting a year's supply of bread and 
meat from the Mississippi Valley to his own 
door. He is, therefore, content to leave that 
portion of world duties to the American 
farmer and to devote his own attention to 
making cotton goods to be sold in the Orient 
or South America. 

It is this broad geographical division of 
^ labor among the peoples of the earth that is 
the basis of modern international exchanges. 

Coupled with the world-wide division of 
labor is an enormous transportation system 
reaching to the various markets of 
The Carriers the world The international ex- 

of Commerce « , ■* 

change of goods requires some one 

to carry the products as well as some one 
to make them. Ships, railroads and cable 
lines are vital factors. Man occupied thou- 
sands of years in developing an international 
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trade of less than $2,000,000,000 up to the 
beginning of the last century. Then, within 
100 years he increased that trade 20-fold. This 
phenomenal growth of commerce is largely 
due to the increase in ships, railroads and 
cable lines. 

International Commerce of the Worio> 

Com- 
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International 


World 
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Year 


Commerce 


Population 


Capita 


1800 


$ 1,479,000,000 


640,000,000 


$ 2.31 


1880 


14,761,000,000 


i,439,ooo,ooo 


10.26 


1913 


40,420,000,000 


k 1,652,000,000 


24.47 



Up to 1840 the world's commerce was car- 
ried in sailing vessels, slow and uncertain. The 
first steamship crossed the Atlantic in 1819, 
but it was not until 1840 that a 

regular service across the Atlantic JJ* ^wA «/" 
, , ^ Merchant Fleets 

was put into successful operation. 

At that time the carrying power of the steam- 
propelled ocean tonnage was less than 500,000 
tons. In 1 91 3 the steamships of the world 
had 27,000,000 tons of carrying power. 

Not only has the tonnage increased, but also 
the speed, so that the annual carrying power of ' 
each vessel-ton is now double that of half a 
century ago. 

The growth of the great merchant fleets of 
the world — of England, Germany, Japan and 
others — and the improvements in the con- 
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struction and equipment of ocean-going ves- 
sels have stimulated commerce in even the re- 
motest parts of the world. New shipping lines 
are started each year, reaching out to parts of 
the earth's surface the trade of which justifies 
a direct steamship service. 

An even more remarkable growth followed 
the application of steam to land transporta- 
tion. All the railways of the whole world in 
1840 aggregated but 5,000 miles of 

^^i^ short ' disconnected lines - In J 9 ! 3 

there were 700,000 miles of railroad, 

well organized and interconnected. This 
growth in mileage was attended by such an 
improvement in equipment and such an in- 
crease in speed that even within the last quar- 
ter-century the carrying power of each mile 
of railway has been doubled. 

The immediate effect of this enormous de- 
velopment of transporting powers has been to 
open up great productive areas formerly un- 
able to contribute to world commerce because 
of remoteness or inaccessibility. A striking 
example may be cited from the history of our 
own country. Take the enormous section of 
the United States lying west of the Alleghany 
and Cumberland mountains. In 1840 it had 
practically no railroads. In i860 it had less 
than 15,000 miles. In 191 5 it had 200,000 
miles. 
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The railroads brought population and pros- 
perity with them. This enormous section had, 
in 1840, only 6,000,000 inhabitants; in 191 5, 
60,000,000. This nine-fold in- 
crease occurred while other parts How Railroads 

of the United States were experi- nJ el £ ngUmS . 
encing only a four-fold growth. 
The value of its farm products, about 
$300,000,000 as late as i860, was more than 
$6,000,000,000 in 191 3. Its manufactures 
grew from less than $500,000,000 in i860 to 
more than $8,000,000,000 in 1910. Trans- ^ 
portation was the key to this prosperity. 

Likewise the South American continent, 
which had practically no railways in 1850, 
has developed 50,000 miles of line ; its exports, 
which were then about $125,000,000 per an- 
num, are now practically ten times as much. 

India, long a densely populated country, 
has since i860 secured a railway system of 
35,000 miles, and her foreign commerce has 
quintupled, although the population per 
square mile shows but slight increase. Japan 
has in recent years developed a railway sys- 
tem of 7,000 miles on an area less than that of 
California, and with it a fine steamship ser- 
vice to all parts of the world. As a result, her 
foreign commerce in 19 13 was ten times that 
of 1880. 

It is the need of transportation facilities 
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that accounts for the backward trade condi- 
tions in such enormous world areas as China 
and Russia. China, with a population ex- 
ceeding 330,000,000, had but 6,000 miles of 
railroad at the beginning of 1914. Russia, 
with over 170,000,000 inhabitants, had in the 
beginning of 19 13 less than 47,000 miles of 
railroad. The untold wealth of agricultural 
products and minerals of these two enormous 
areas will be added to the volume of the 
world's trade when railroad systems have been 
extended throughout both countries. 
A century ago it took practically a year to 
y send an order to China and get the merchan- 
dise landed at the docks in New York. Now 

the merchant who learns today 
Cables, Telegraphs that he can handle certain mer _ 

ana 1 elephones * j • * „.* *<%_ • j 

chandise from the other side 

of the globe, if he can obtain it within 
30 or 60 days, may cable his order and be- 
fore the end of the day receive the informa- 
tion that it will be placed on shipboard atJ 
once. If necessary, he can also cable an order 
on his financial correspondents in that part 
of the world to pay the shipper for the mer- 
chandise and see that it is promptly started on 
its journey. This facility for communication 
is due to the fact that the world has now 300,- 
/ 000 miles of cables, 6,000,000 miles of tele- 
graph wire and 37,000,000 miles of telephone 
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wire in daily use. In addition, merchants can 
now transmit wireless messages across the At- 
lantic and thence step by step around the en- 
tire globe. 

Money in some form is an absolute neces- 3. 
sity of commerce. The world's supply has 
kept pace with the growth of trade and its 
quality has improved. Formerly, 

many nations utilized silver as a basis r** Finances 
r t A .^ n ^ ^ cf Commerce 

for currency, but its fluctuations in 

value as compared with gold have shown the 
advisability of reaching a more stable basis. 
Now practically all of the important countries 
of the world, except China, have adopted gold 
either as an actual currency or at least as a 
nominal standard for their paper currency. 

There has been an enormous increase of this 
metal. In contrast to the products of the soil, 
such as wheat or corn, the precious metals 
are not consumed from year to year, but a 
large share of each year's product is added to 
that formerly accumulated. Practically two- 
thirds of the gold mined from year to year is 
kept for money purposes. When we consider 
that the world's annual production of gold is 
now 40 times as much as the annual average 
prior to 1830, and four times as much as the 
average in the quarter of a century preceding 
1890, we begin to realize that the world's sup- 
ply has enormously increased within a very 
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brief period. The quantity of gold produced 
in the world in the 25 years since 1890 is as 
great as that produced in the 400 years preced- 
ing 1890. The world's stock of gold is now, 
approximately, twice as great as in 1890 and 
nearly six times as great as in 1850. 

Banks and banking have also greatly in- 
creased the amount of circulating medium 
based upon this heaped-up stock of the basic 
metal. It is of interest and of great im- 
anting portance in understanding the enormous 
growth of world commerce which has 
characterized recent years to realize that the 
world's "banking power," by which is meant 
capital, surplus, deposits and currency of the 
banks and similar institutions, has grown, ac- 
cording to the estimates of students of this 
subject, from approximately $2,000,000,000 in 
1840 to about $60,000,000,000 in 19 13. 

Money, in some form, is the life blood of 
commerce. This growth of gold, currency 
and banking power has been one of the stimu- 
lating factors in the tremendous expansion of 
world trade during the past century. 



II 



Other Factors in World Commerce 

IN Chapter II we shall proceed to the fac- 
tors included in the second group. To 
present a detailed discussion of all such 
influences is quite beyond the scope of the 
chapter. It is the author's intent to select the 
more potent of the minor forces and devote to 
them sufficient space to indicate the part they 
perform in the vast mechanism of world trade. 
The factors treated will be eight in number, 
as follows: 

i. The Export of Surplus Production. 

2. The Export of Capital. 

3. The Control of Transportation. 

4. Colonization and Emigration. 

5. Trade Routes and Trade Centers. 

6. The Seasonal Movement of Com- 
modities. 

7. Artificial Stimuli to Trade. 

8. Protection and Free Trade. 

It may be accepted as a general axiom that 
a nation does not begin to export an article 
until after her domestic need of the article has 
been satisfied. The urgency of home demand 
regulates price and sale. When that urgency 
abates, it is usually a sure indication that sup- 
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ply is overreaching demand. Prices fall. A 

surplus is being created which must seek an 

outlet beyond the borders of the country. 

Exportation ensues. It might 
The Export of be said that in [t$ j volumes 

Surplus Production , A , . A ° - 

foreign trade is the purchase 

and sale of surpluses. 

A study of the effect on home industry of 
this sale of surplus productions brings to light 
many of the important underlying benefits 
which foreign trade renders to a nation. 
, The first benefit is naturally the profit on 
the transaction. Net profit is the only valid 
reason for pursuing overseas trade. The 
manufacturer of axes, let us say, who sends to 
South America 25,000 axes a year must show 
a profit or his business is commercially 
unsound. 

But a profit on what? The answer to this 
question reveals a return not evident at first 
glance. A profit not necessarily on the indi- 
vidual sale, but on his business as a whole. 
Export trade reduces and stabilizes, produc- 
tion costs in 99 out of 100 cases. Few if any 
factories supplying a purely domestic trade 
can boast 100 per cent, efficiency. Assuming, 
for instance, that the manufacturer of axes has 
a factory capable of turning out 100,000 axes 
a year, valued at $100,000; that his home mar- 
ket can consume only 75,000 axes a year, and 
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that he does no export trade. It is evident that 
he must reduce his possible output by 25,000 
axes with no proportionate reduction in the 
interest charges on his plant and its equipment 
or in his taxes, and often with only a slight 
reduction in his total costs of 

labor and materials. His costs How Export Trade 

.. - . Helps Domestic 

per axe naturally rise; and it p rosperity 

would be better for him to place 

the extra 25,000 axes in a foreign market even 

at cost. The resulting cheaper production will 

permit him to show a greater net profit and 

will put him in a better position to meet his 

competitors in both home and foreign markets. 

Thus it is that foreign trade adds to do- 
mestic prosperity. To this factor must be r 
attributed the industrial strength of most of 
the nations of Europe. It is impossible to 
imagine Great Britain the world power she 
is without her huge annual export of available 
surpluses. 

By contributing to the financial stability of [2 
a business foreign trade offers a still further 
advantage to the manufacturer. Every mar- 
ket abroad tends to lessen the total risk of the 
manufacturer's business. He is distributing 
his trade outlets. A period of financial depres- 
sion in the United States need not necessarily 
affect the sale of his goods in Russia. When- 
ever a disastrous slowing up in demand is dis- 
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cernible in American markets, there is quite 
certain to be some foreign market where con- 
sumers are eager for his products. "Don't be 
a 'single-mast* manufacturer," said a promi- 
nent exporter recently. "One well-directed 
shot some evil day will bring you down. Build 
your business on the 'peach-basket' method — 
the way Uncle Sam erected the masts on his 
battleships; then your opponents may shoot 
away as many of your supports as they can; 
so long as they leave one standing, you'll be 
ready to go on fighting 1" 

It is the monopoly control of such surpluses 
as the nitrates of Chile, the dyestuffs of Ger- 
many and the rubber of Brazil and the Far 
East, that has given nations unique and power- 
ful positions in world trade. The manufac- 
turer will find his surplus one of his handiest 
weapons in pushing both his domestic and 
overseas trade. 

Unfortunately the export of surpluses is not 
without its abuses. It is evident that the flood- 
ing of any market with a mass of goods at 

cheap prices — often far below 
m "Dumping" actual p ro( i U ction costs— will 

seriously derange the existing eco- 
nomic status. This abuse has become known 
as "dumping." It results usually from an 
unexpected amassing of surpluses that must be 
marketed without delay. The fear has been 
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expressed, for instance, that the Central Em- 
pires of Europe after the war will have enor- 
mous quantities of merchandise, held back 
since the disruption of outside trade connec- 
tions, and that they will flood world markets 
with these goods at the best prices they can 
get, no matter how low. 

The marketing of surpluses should proceed 
normally and steadily. The evils of surplus 
selling arise when the manufacturer regards 
his foreign markets as only a safety-valve — to 
be utilized when convenient and to be neg- 
lected at will — to the great irritation of the 
foreign customer. To sum the matter up, for- 
eign trade, the sale of a nation's surpluses, must 
adapt itself to the normal channels of trade. 
Mutual consideration is demanded by the cus- 
tomer overseas. He must not have his inter- 
ests cast aside during the lean years. "Once a 
customer, always a customer," should guide 
the exporter in his dealings with the con- 
sumers of his surpluses. 

Commerce follows invested capital. 

Every dollar invested in a backward coun- 
try does two things. First, it encourages the ' 
advancement of that country to a 
higher degree of economic efficiency f^^T 
and of commercial potentiality. The 
less wealthy nations of the world depend upon 
the more wealthy for the funds with which 
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to develop their natural resources. In pro- 
portion as the leading nations of the world 
provide these funds, the contribution of the 
borrowing nations to world commerce 
enlarges. 

k Second, it directs the purchases of the back- 
ward country to the lending nation in prefer- 
ence to others. The loans of European nations 
to South America influence that continent to 
buy of Europe. In many cases stipulations 

^ are embodied in the terms of the loan obli- 
gating the borrower to obtain all supplies 
from the lender. So potent has become the 
leverage which the capitalistic nations exert 
by virtue of their loans, that the export of 
capital in many cases is more powerful than 
all other factors in directing the movement of 
trade. 

The nations of Europe — the great leaders 
in the financial world — have long recognized 
this principle and have reaped these collateral 
benefits. They have had their fingers on the 
pulse of every nation of the world, eager to 
capture every profitable investment. So we 
find the British-owned railways and the Ger- 
man-owned lighting plants in South America 

^ returning a steady stream of orders, as well 
as dividends, to the home countries. 

It is estimated that Great Britain has in- 
- Vested in foreign countries and colonies about 
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$20,000,000,000; France, $10,000,000,000; 
Germany, $8,000,000,000; the Netherlands, 
$3,000,000,000; Italy, the same, and Belgium 
and the United States, $2,000,000,000 each. In 
South and Central America alone there is 
!some $10,000,000,000 of European capital in- 
vested, of which $6,000,000,000 is British, 
$1,500,000,000 German, and the remainder 
thiefly French, Italian and Belgian. It is a 
well-known fact that these countries, espe- 
cially Great Britain, Germany and France, 
have had the lion's share of South America's 
import trade. 

A philosopher has said: "Balance is the 
fundamental verity." To foreign trade this 
axiom has a peculiarly fitting application. A 
nation cannot remain a prosperous trader if 
she sells and does not purchase. Her capital 
going out to foreign lands should balance the 
capital flowing in to pay for exports. From 
her profits and her savings she must provide 
the means of opening to world commerce new 
areas in the backwater parts of the world. A 
New York banker recently expressed it as his 
opinion that foreign commerce can not reach 
its maximum prosperity until the profit on the 
outward volume of products is devoted to the 
purchase of foreign interest-bearing securi- 
ties, and the inward volume of trade thus bal- 
ances more truly the outward. 



6o FOREIGN TRADE 

J m Much discussion has been devoted recently 

to the part that the control of transportation 

plays in increasing a country's trade. It is 

™ ^ t * argued by some that the merchant 

The Control of & . J , u 

Transportation vessels of all nations compete 

with each other to secure the 
ocean traffic of the world, and that, as ocean 
freight rates are determined by this com- 
petition, it is of little material interest to a 
nation's foreign trade whether her goods be 
carried in vessels of her own or of foreign 
registry. The argument does not sound con- 
vincing when we try to picture Great Britain 
rising to premiership among the trading 
nations of the world without her huge mer- 
«t/chant marine. 
*+ls *> •%„ Regularity and reliability of service attract 
^ uv^\ j trade. A merchant in South America, with the 
v t A £ fixed time schedule of the European steamship 
; y 4 lines before him, is decidedly more likely to 
y^ order goods from Europe than from North 

America, where sailings are less frequent. 
The friendly relations existing between the 
* steamship company's representatives both at 
home and abroad and the merchants of the 
trading countries are often a deciding factor 
in diverting commerce to a maritime nation. 
Despite these advantages some nations have 
built up a World trade without a merchant 
marine. It often happens that capital in a 
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rapidly developing country finds more at- 
tractive opportunities in the natural develop- 
ment of the country itself than in the opera- 
tion of ocean ships. Take the case of the 
United States. We have had railways to 
construct, mines to develop, manufacturing in- 
dustries to upbuild for the supply of our 
rapidly growing population and for the ex- 
pansion of our trade. Capital has found these 
forms of investment more attractive and profit- 
able than building steamships which must 
compete with those of older countries where 
capital is more plentiful, interest rates lower 
and cost of construction and operation less. 
Nevertheless we have developed a great for- 
eign trade. 

It is safe to assume, however, that this ^ 
growth has occurred despite the handicap of 
scarcity of vessels of American registry. A 
careful review of the history of maritime 
nations leads to the conclusion that the control 
of transportation gives a nation the oppor- 
tunity to wield a powerful influence in her 
own interests upon the currents of world traffic 
— an opportunity that has been England's 
great weapon in the present war. 

In the history of world commerce no arbi- ^ 
trary act of man has had such a remarkable 
effect upon the world apportionment of com- 
merce as colonization. The crossing of the 
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Phoenicians to North Africa, the adventuring 
of Roman traders to Gaul and Britain, the sea 
voyages of the Spanish, the Portuguese, the 

Dutch and the English in later 
Colonization and $ tQ America, the Indies and 

Australasia, were the forerunners 
of commercial relations international in scope. 

These early efforts at colonization were 
primitive. They consisted of the direct estab- 
lishment in other parts of the world of a fair- 
sized group of people from the mother coun- 
try. It was this kind of colony — going to 
inhabit a waste or thinly-populated area — that 
Adam Smith said "advances more rapidly to 
wealth and greatness than any other human 
society." 

The other and more recent type of coloniza- 
sJ tion is the establishment of governmental con- 
trol over an area already occupied, as by 
Britain in India and by the United States in 
the Philippines. The former type of colonist 
is now rare, due to the scarcity of unoccupied 
countries similar in climate to the one he is 
leaving. The later type is now more frequent 
and is found chiefly in tropic regions. 

Colonization is recognized by governments 
as more than an outlet for a crowded popula- 
tion. Colonies have always had a money value 
in the eyes of the parent nation. Hence, in 
administering government, colonial powers 
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have always employed various artificial means 
for fostering trade with the mother country. 
When the Dutch government exercised con- 
trol over the East Indies through the Dutch 
East India Company, decrees were repeatedly 
formulated for the better control of the spice 
and coffee trade, the improvement of trans- 
portation in the islands and the increasing of 
the country's productivity. The first gov- 
ernor-general sent out in 1608 had instructions 
to see that Holland retained complete 
monopoly of the trade of the islands. Ports 
were fortified against hostile traders of Por- 
tugal and England and the history of the set- 
tlements is filled with accounts of the futile 
attempts of other nations permanently to wrest 
away the "Spice Islands" from the Dutch. 

At the present day, colonies — including all 
territory not contiguous to the country by 
whose government it is controlled — occupy 
two-fifths of the land surface of the globe and 
contain one-third of the world's population, or 
over 500,000,000 people. Of 

these dependent peoples only % e '™ ir i° ft ?* 
. 1- t • Worlds Population 

three small groups, numbering fa Colonies 

about 15,000,000, or 3 per cent, 
of the total, are composed in any considerable 
degree of the people of the governing country 
or their descendants. More than 95 per cent ^ 
of the people of the colonial sections of the 
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world are of stock different from that of the 
governing country. 

To these enormous areas the colonizers, 
largely from Europe, have brought the cus- 
toms, the arts and the political ideals of 
civilization, and have made the backward 
nations factors of untold importance in inter- 
national trade. In a later chapter considera- 
tion will be given to the great advantage that 
Europe enjoys from her colonies in the fight 
for world commerce. 

The examples of Alaska and the Philippines 
in our own history demonstrate the advantages 
of stable and progressive government. Alaska, 
which we purchased for $7,200,000 a half -cen- 
tury ago, is now sending us gold, copper, fish, 
furs, oils and other products worth $50,000,000 
per annum, or nearly seven times as much as 

the original cost of 
the territory. This 
wonderful develop- 
ment, with meager 
transportation facil- 
ities, has resulted in 
the appropriation of 
large sums of money 
by the government 
of the United States 
to construct a railway system by which the 
producing powers may be still further in- 
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creased. The Philippine Islands, which have 
enlarged their commerce from $30,000,000 to 
$100,000,000 since they came under the Amer- 
ican flag, have only begun the trade expansion 
which a continuance of American protection 
will insure. 

To a somewhat less noticeable degree emi- 
gration from the European countries has * 
played an important role in the development 
of already established countries and of inter- 
national trade. The 100,000 immigrants who 
enter the United States each month 
supply us with labor, and by their ^JjJ^JJJ 
demand for the goods to which 
they are accustomed in their native countries 
add to the volume of our international ex- 
changes. The presence of the white man in 
China has greatly stimulated the trade of that 
country with the outside world. 

Nations have realized that their emigrants 
are often their trade pioneers. Germany, in 
certain countries of South America where t 
large settlements of the empire's emigrants 
have practically Teutonized several of the 
towns, has built tip a flourishing business. In 
spreading the use of certain specific manu- 
factures emigration has played a leading part. 
The spread of the automobile and the cine- 
matograph over the entire world in less than 
a quarter-century has been largely due to the 
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presence of peoples of European or American 
origin in the various nations of the earth. 

In brief, the intermingling of the different 
peoples has tended to universalize the usage 
and the consumption of world merchandise 
and to direct the demand for that merchandise 
— especially manufactures — to the nations 
most active in sending their peoples abroad. 

No phase of international commerce stirs 

the mind to such a vivid realization of the 

working of the great trade forces as does the 

rise and fall of great trading cen- 
Trade Routes and tefS In tum nQ Qne trade f Qrce 

Trade Centers , . - , , - . n 

has wielded such an influence in 

shaping the destiny of world marts as has the 

growth and change of the great trade routes. 

The fate of Bagdad and Venice in the trade 
with the nations of Asia affords a historic ex- 
ample. Bagdad, with its caravansaries and 
market places — the rendezvous of traders 
from Persia, Arabia and the East — long domi- 
nated the land traffic between Europe and the 
Orient. It was the great center for the cara- 
van routes between East and West. Likewise 
Venice — with her enterprising merchants 
pushing into every Mediterranean country 
that offered goods for sale and her commercial 
institutions surpassing those of any other city 
— monopolized the sea trade east of Italy. 

In 1497 Vasco da Gama rounded the Cape 
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of Good Hope. A new route to the rich East 
was opened — free from the depredations of 
the Moors, Algerians and Turks — and the de- 
cline of Venice and Bagdad as trade centers 
began. Venice saw the ports of northwestern 
Europe supersede her, and Bagdad fell back, 
little by little, to its present position of minor 
importance. In the East, Batavia became a 
trading center for the Indies, and Canton for 
South China. 

In 1869 a second change occurred following 
the completion of the Suez Canal. The Cape 
lost its importance, the Mediterranean ports 
— such as Marseilles and Genoa — came to the 
fore, and in the East, Singapore on the new 
route to China superseded Batavia. 

The opening of the Panama Canal forecasts 
a similar change in our times. Already a new 
stimulus has been given to the shipping trade 
of the United States. 

But a great financial center requires more 
than a good harbor inviting the ocean carriers 
to its anchorage. A study of the great sea- 
board trade centers of modern times — for ex- 
ample London and Liverpool in England, 
Marseilles in France, Hamburg and Bremen 
in Germany, Bombay and Calcutta in India, 
Hongkong and Shanghai in China, Buenos 
Aires in Argentina, Rio de Janeiro in Brazil, 
and New York, Boston, New Orleans, San 
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Francisco and Seattle in the United States — 
will show how essential to the standing of the 
v trade center is a rich inland served by a net- 
work of railways that lead to the ocean. 

Among the centers of the world none has 
so consistently maintained its supremacy as 
has London. Even previous to 1 500 A. D., it 
. was controlling half of England's commerce. 
Today it is still the greatest center of trade 
and financial operations in the world. It is 
the home port for half of the world's foreign 
shipping, and the market for hundreds of the 
staples of commerce. 

With the war new importance attached to 
New York as a center. The quantity of goods 
coming for reexport increased and the dollar 
began to rival the pound sterling in foreign 
exchange. 

The traders of the world demand a market 
place, and the possession of a great trading 
center assists a nation to build a flourishing 
foreign trade and maintain its prominence in 
the commercial world. 

The volume of commodities — especially 
agricultural products — entering world com- 
merce varies with the seasons. 
Seasonal Movement In m agricultural nations 

of Commodities A , . j j 

the increases and decreases in 

that volume — as well as their regularity — 

record the business pulse of the nation. An 
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abundant coffee crop on the plantations of 
Brazil, a fine yield of tobacco in Sumatra, a 
"bumper" wheat crop in the United States, 
react without fail upon the country's place in 
world commerce. 

The seasonal movements of commodities 
also affect world distribution. When the an- 
nual crops of wheat, of other cereals and of 
cotton fill trainload after trainload to our sea- 
board ports, the demand for shipping becomes 
more and more insistent. The strain on our 
financial institutions handling the payment 
for these exports increases. Ships and capital 
are diverted from other services to accommo- 
date these products. Ocean freight rates rise, 
and where every cent counts in the fight 
against competitive goods it is often of vital 
importance to the shipper whether or not he 
is located at a port where a temporary sea- 
sonal increase in shipping has enhanced the 
shipping rates. 

Some relief in this regard has resulted from 
the entrance of Australia and Argentina into 
the list of food-producing nations. Since the 
seasons in the southern hemisphere are the re- 
verse of those in the northern, the crops of 
these countries are ready for distribution six 
months later than those of North America. 
This more even division of labor in the task 
of feeding the manufacturing nations has 
tended to stabilize the foodstuff trade. 
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From earliest times nations have exerted 
: l governmental control over trade. Monopo- 
lies have been defended by force of arms. In 

the seventeenth century clashes 

T?Tnde ^^^ occurred in the Far East be *ween 

Holland, Portugal and Eng- 
land for the control of the valuable trade of 
the Indies. The war of 1812 grew out of 
restrictions placed on our trade by Great 
Britain. It is safe to say that the present war 
recognizes commercial rivalry as one of its 
contributory causes. 

Peaceful methods as well as force of arms 
have been employed to further trade. Gov- 

</ ernment subsidies have been voted to assist 
shipping; political influence has been exerted 

2 in the capitals of the world in the interests of 
trade; embassies, commercial attaches, con- 

; sular representatives, investigators, are work- 
ing in every appreciable market abroad to 
direct trade to the home country. Chambers 
of commerce, trade organizations, export con- 
ferences and manufacturers' associations at 
home guard the interests of the nation in the 
world trade. 

Foremost, however, among the methods 
adopted by nations in their endeavor to in- 
fluence foreign trade has been the customs 
tariff — designed for "protection." Originally, 
protection was the effort of governments to de- 



v 



ECONOMICS OF WORLD TRADE 71 

yelop manufacturing industries by means of 
the levy of discriminating duties upon com- 
peting goods from foreign countries. By de- 
grees additional assistance was given 
by the grant of bounties and premiums, ^ rotectton 
of rebates and drawbacks, so that today pro- 
tection applies to all the means by which a 
nation undertakes to secure complete indus- 
trial and commercial development through 
government intervention in the natural course 
of trade. 

The opponents of protection — the "free 
traders" — argue that such restraints laid upon 
the movement of commerce have an injurious 
repressive effect. Without entering 
into the economics of this greatest of ** * 
trade controversies, it is possible to state that 
if there is such a repressive effect it is far less 
than is usually supposed. 

At no period in the recent history of com- 
merce has the protective system been so gen- , 
erally in operation the world over as in the 
past 20 years ; yet that very period is the one 
in which the growth of international trade has 
been most strongly marked. The international 
trade of the world doubled in value in the 13 
years between 1900 and 191 3. 

While doubtless the application of highly 
protective duties to certain articles often re- 
duces the quantity imported, it necessarily 
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stimulates the domestic production of these 
articles and in so doing usually increases the 
demand for raw materials from abroad. 

In the case of the United States, which has 
been looked upon as an extreme example of 
the protective system in nearly all of the period 
since the Civil War, the growth of imports as 
a whole remained steady and continuous, most 
of the striking increases occurring in manu- 
facturing materials. The total value of im- 
ports quadrupled between 1870 and 191 3. 
Finished manufactures increased 135 per cent, 
in that period, manufactures for further use 
in manufacturing increased over 500 per cent., 
and raw material for manufacturing increased 
over 1,000 per cent. At the same time, ex- 
portation of finished manufactures in that 
period showed an increase of nearly 1,300 
per cent., of raw materials for manufacturing 
about 250 per cent, and of foodstuffs over 400 
per cent. 

So whatever may be the result of a pro- 
tective tariff upon the importation of indi- 
vidual articles or upon the manufacturing 
industries of the country adopting it, the effect 
n < upon the total value of international exchanges 
of merchandise is apparently stimulative 
rather than repressive. 



Ill 



Probable Expansion of World Commerce 

WITH the close of the last century, the 
world rounded out the most remark- 
able period in its commercial history. 
Looking forward to the future, have. we any 
assurances that world trade will continue this 
unusual growth, or has it reached its zenith? 
Making due allowances for the set-back 
which may be expected from the war, we shall 
still find that man has at his disposal today 
mighty forces which can be directed toward 
trade expansion. With enormous areas of the 
globe yet to be conquered for trade purposes 
— although future growth may not be as rapid 
as it was directly preceding the war — there 
seems ample reason to believe that there will 
be a steady, consistent increase. 

As in the past, so in the future, steam power / t 
will be employed on ocean and on land in 
opening new territories. Steam-driven vessels 
are now reaching practically all 

parts of the earth. Each year, fn T** 
; -\ J in Ocean Traffic 

however, sees a greater number. 

The turbine engine is increasing speed ; steam- 
loading and unloading machinery is cutting 
down idle time at the docks; and steam en- 
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ize what a future is in store when China's 
hinterland becomes accessible. 

China has but one and one-half miles of 
railway for each 1,000 square miles of terri- 
tory. Japan, her next-door neighbor, has 40 
miles of railway for the same unit of area. 
China's exports are only 70 cents per capita 
per annum; those of Japan are $5.50 per 
capita per annum. If China, which now ex- 
ports no more in a year than we sometimes 
do in a month, can be developed as intensively 
as Japan has been developed, the addition to 
the volume of the world trade will be enor- 
mous. 

Let us take another example. Brazil, pro- 
ducing such valuable articles of commerce as 
coffee, cacao, rubber, hides and cotton, and 
having more miles of navigable rivers than 
any other country of the world, has, neverthe- 
less, exports only one-third as large per capita 
as those of her next door neighbor, Argentina, 
the railroads of which are four times as much 
per capita as those of Brazil. 

Great railway undertakings are now under 
way in various parts of the world ; the Cape to 
Cairo railway, which has begun to open up 
the interior of Africa, is being 
extended from the south and the R^roadsUnder 
% . f mi t. Construction 

north and the two sections will, be- 
fore long, be joined in the center of that great 
continent. With the construction of lateral 
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lines thence to the head of navigation on the 
Congo and to the ocean frontage at the east, 
this railway will multiply many times the pro- 
duction of that section of the world. In doing 
so, it will equally multiply its purchases from 
other parts of the globe. 

New railway lines now in construction in 
northern Argentina and Bolivia will connect 
the systems of the eastern and western parts of 
South America and give to that continent an- 
other transcontinental line, thus increasing 
somewhat the facilities for moving its agri- 
cultural and mineral products to the water's 
edge. 

Russia, seeing the great possibilities of pro- 
duction in her vast unoccupied area at the 
north, has constructed the Siberian railway 
line 6,000 miles long connecting the Atlantic 
with the Pacific. Now she is constructing 
another which will connect her capital city, 
whose harbor is ice-bound at certain parts 
of the year, with a part of the northern coast, 
where the Gulf Stream gives sufficient warmth 
to render it ice-free at all seasons of the year. 

During recent years the extension of inland 
waterways and canal systems has done much 
to open up new areas and to accelerate inter- 
national commerce. During 191 4, the Panama 
Canal was opened, and in 19 16 reopened. This 
has shortened trade connections between our 
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Atlantic seaboard and the west coast of South 
America as well as between Europe and all 
Pacific America except southern Chile. It has 
also offered a quicker route 
from New York to Japan, jrtificialWaterways 

China, New Zealand and Asi- ^J e Trade 
atic Russia. The consequent 
shifting of the routes of world commerce is just 
beginning. The benefits to be derived from the 
canal will largely be felt in the future. 

The enormous power of electricity may also h 
be turned to further account in increasing in- 
ternational trade. The forces latent in some 

water-fall h i d d e n in the _, ^ . .^ „ 

j ^ * ^ • 1 Electnaty Conquering 

depths of the jungle can now Barrm Lands 

be transmitted over a single 
wire to all parts of neighboring regions for the 
development of the productive powers of the 
country. The use of electricity for transpor- 
tation, manufacturing, heat, light and power 
should give an enormous impetus to industry 
and thereby to international commerce. 

The successful use of water-power in the 
form of electricity in widely scattered places 
of the earth already attests its commercial 
value. The mountain streams of Norway are 
rapidly being harnessed. The Riksgransen 
Railway in Norway, the most northerly in the 
world, is now electrified and the cost of trans- 
porting its principal article of freight, iron 
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ore, has been much reduced. In northern 
Chile electricity is being transmitted 87 miles 
inland to develop a copper mine. In Swit- 
zerland, steam locomotives on the railroads are 
being replaced by others electrically driven. 
In British India, China and the Dutch East 
Indies, electricity by providing better light is 
improving the conditions and is thereby in- 
creasing the value of those regions for inter- 
national commerce. 

Through the development of the commer- 
cial automobile, trade should get increasing 
service. The motor truck now operates suc- 

m mM „ , cessfully on roadways which 

The Motor Truck u * .. , • * • j 

Piercing Fertile Regions can be built and maintained 

at a cost much less than that 

of the railway. It will doubtless aid man in 
developing the producing power of still other 
areas now too far from the water's edge to 
justify their exploitation for agricultural and 
mining purposes. In the tropics there are mil- 
lions of square miles of land still undeveloped 
which are suited to motor transportation ; this 
is true also of the south temperate zones, and 
likewise of certain sections of the north tem- 
perate zones, especially Russia and Man- 
churia. 

In India, Burma and the Federated Malay 
States, the thousands of light American auto- 
mobiles used for the transportation, not only 
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of people, but also of freight, illustrate the in- 
creasing value of these vehicles as feeders for 
the railroads and the ocean lines. On the sugar 
plantations of Java and the rubber, cocoanut 
and tobacco estates of Sumatra, the com- 
mercial automobile is rapidly replacing the 
slow and clumsy bullock cart. 

Every improvement in transportation rep- 
resents a relative increase in the volume of in- 
ternational trade. 

The future development of commerce on an 
international scale depends largely upon its 
"fluidity," its ability to adapt itself to the, 
changing conditions of world sup- _ €€pj ... „ 
ply and demand. The past few of c omf Z c f 
years give ample evidence that 
world trade possesses just these characteristics. 

The example of the United States in re- 
linquishing its leadership in some lines of 
world trade and readily stepping forward to 
meet new and sometimes sudden demands upon 
it, is illuminating. Long recognized as the 
world's chief producer of wheat, corn, meats, 
fruits, copper, iron and petroleum, the United 
States has, nevertheless, within a very recent 
period, imported large quantities of these arti- 
cles. In 191 5, when our wheat crop, the larg- 
est in our history, passed the 1,000,000,000 
bushel mark, exceeding that of any other coun- 
try in the world, we nevertheless imported ' 
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between 5,000,000 and 6,000,000 bushels of 
wheat. Although we raise actually two-thirds 
of the corn of the world, in 191 4 we imported 
over 15,000,000 bushels valued at $10,000,000. 
Although we produce more fruits than any 
other country in the world, in 19 14 we im- 
ported $34,000,000 worth. Although we sup- 
ply half the copper in the world, our importa- 
tions in the same year exceeded $50,000,000., 
Although pur production of pig iron is double 
that of any other country and 40 per cent, of 
the production of the world, during the last 
decade we imported over $60,000,000. Al- 
though we are surpassed by no other country 
in our iron and steel manufacturing systems, 
and despite our exports averaging $1,000,000 
every business day of the year, in the last 
decade our imports of such manufactures ex- 
" ceeded $300,000,000. 

Several reasons may be cited in explana- 
tion of these strange countermovements of 
products. First, the United States has be- 
come one of the great markets 
Why We Export and of the world for ^^ article8 . 

Import the Same t> j n j ** ^ *• 

Classes of Goods Producers find that they can 

obtain better prices in our mar- 
kets than they can at home. Argentina pre- 
sents one example of this. In 1914, she sent 
us about 15,000,000 bushels of corn. The corn 
raised in our country is fed mostly to cattle and 
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hogs for the production of meats ; the advance 
in price of meats results in a corresponding 
rise in the price of corn so that our corn mar- 
kets now offer greater attractions and higher 
prices than those of European countries. Like- 
wise, our iron and steel industries utilize all 
of the pig iron that we produce even though 
that is 40 per cent, of the world's output, 
Our manufacturing establishments near the 
Atlantic coast find it cheaper to bring pig iron 
or iron ore from other countries than from the 
Minnesota mines or from the furnaces on the 
southern shores of Lake Superior and Michi- 
gan. 

Second, the very bigness of our industries 
has given us special facilities for rehandling 
and remarketing materials. Our huge flour 
mills at Minneapolis, the greatest flour 
center of the world, handle large quantities 
of Canadian wheat. The bigness of our 
copper industries has given us such excellent 
smelting facilities that the producers of Japan, 
Australia and South America send us their 
raw ores to be smelted. Similarly, the Euro- 
pean countries that have copper which has 
passed the smelting stage, but requires refine- 
ment, find it most economical to have the 
further processes completed in the refineries 
of the United States which are the greatest 
in the world. 
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Another illustration of the expansive power 
of commerce and its quick response to the de- 
mands of the various nations of the world is 

„ r nM seen in our large exports of 

7 How We Met A . t A * *\ 

the War Demands war materials to Europe in 19 14, 

19 1 5 and 1 9 16. The United 

States, a peaceful nation, had not in the past 

been accustomed to produce large quantities of 

arms and ammunition ; yet our manufacturers 

met the sudden demand from Europe with 

amazing promptness. In the calendar year, 

I 9 I 5> we exported "explosives," including 

cartridges, shells for artillery, gunpowder and 

glycerine, to a value of over $180,000,000, 

against less than $6,000,000 in 191 3. Motor 

trucks and other self-propelling vehicles for 

use in transporting war material and troops 

increased from less than $2,000,000 worth in 

1913, to $60,000,000 in 191 5; harness and 

saddlery from less than $1,000,000 in 191 3, to 

over $18,000,000 in 191 5; and boots and 

shoes for men from $10,000,000 in 1913 to 

$30,000,000 in 1 91 5. 

A still further instance of how our com- 

'- merce has readily adapted itself to the de- 

v, mands of war time may be seen in the reex- 

aJk porting business. Prior to 1914 most of the 

-r""" merchandise imported for reexportation was 

handled by Great Britain and Germany. With 
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the disruption of their commerce, large quanti- ^ 
ties of such articles were sent to the United 
States, In the port of New York we have 
reshipped in 191 5 approximately 92,000,000 
pounds of coffee of foreign growth and 40,- 
000,000 pounds of cacao, all of it from South 
and Central America and the West Indian 
Islands. Foreign merchandise collected by 
us and redistributed to foreign countries was 
worth over $60,000,000 against $36,000,000 in 
the year preceding the war. 

The great industrial systems of the world 
may be relied upon to compel a continuance 
of the growth of world trade. By their own: 
activities they multiply com- 
merce. The immense indus- The Future of Trade 

tries of Europe, although some 5**"* ™ '** , 

, - , *, jit tuture of industry 

of them have been retarded by 
the war, may be expected to continue the steady 
increase in production that marked their ac- 
tivities before the war. It is upon this steady 
annual increase of capital invested in manufac- 
turing and upon the consequent growth of pro- 
duction that future trade must depend. 

In the United States, for example, capital 
invested in manufacturing has grown from 
$530,000,000 in 185010 nearly $19,000,000,000 
in 1910, and the value of production from 
$1,000,000,000 to over $20,000,000,000. The 
census estimates that the manufacturing estab- 



ts 



84 FOREIGN TRADE 

lishments of the United States in 1910 added 
$8,500,000,000 to the value of the materials 
which they utilized, while in 1850 the value 
added was less than $500,000,000. This enor- 
mous increase illustrates in some degree the 
additions made to the materials of commerce 
by the great manufacturing industries of the 
world. 

Even in those sections of the world in which 
the population is now engaged in the produc- 
tion only of raw materials and foodstuffs we 
may expect increases in the manufacturing in- 
dustries. India, for example, through the in- 
troduction of railways and manufacturing sys- 
tems, has enormously increased her interna- 
tional trade, which is now 2^2 times as much 
per capita as that of her densely populated and 
equally industrious neighbor, China. 

Practically one-half of the cotton cloths now 
used in China are manufactured by hand, 
partly from the cotton grown in that country 

, and partly from imported cotton 

n us estn yarn; but when the people of 

Backward Lands ^ . ' , f , , , 

China, through the development 

of railways and modern factories, find better 

employment than manufacturing cotton cloths 

by hand, the consuming power of that country 

will be correspondingly multiplied and its 

imports and exports and exchanges among its 

own people increased in like degree. 
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There is still, even in the most civilized 
countries, ample room for the expansion of 
industries, whether they be agricultural, min- 
ing or manufacturing. In the 
United States, for example, Enormous Industrial +.. 

t j ^_ a l • j Resources as Yet 

where we produce two-thirds Undeveloped 

of the cotton of the world and 
where our production has grown from about 
8,500,000 bales in 1890 to 16,000,000 in 191 4, 
it is estimated that less than one-quarter of , 
our land capable of producing cotton is now 
devoted to that purpose. People unacquainted 
with the subject have expressed fear that our 
coal supply would soon be exhausted by the 
production which had jumped from 64,000,- - 
000 tons in 1880 to over 500,000,000 tons in 
1914. As a matter of fact, we have in all the 
years of our production utilized less than one 
per cent of the coal underlying the surface 
of the United States. 

Aluminum, a very recent commercial prod- 
uct, is perhaps more widely distributed over 
the world than any other metal. Production 
has so rapidly increased in recent years that 
prices have fallen from $10 per pound, a few 
years ago, to less than 30 cents at the present 
time. The quantities available for future pro- 
duction are practically inexhaustible. 

Not only the expansion, but also the intensi- 
fication, of production will contribute to the 
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enlargement of commerce. Intensive farming, 
especially in the crowded countries of Europe, 
illustrates the point. 
More Intense The nitrates of Chile have 

> Production Means for many years been dis- 
Greater World Trade tributed to the United States 
and to the countries of Europe, for use in 
increasing the producing power of the soils. 
So, also, have the phosphates and oil cake of 
the United States. Europe has sent in return 
certain products of the mines and the chemical 
works of Germany for use in strengthening our 
own soils and increasing their power of pro- 
duction. 

Very recently came a new development in 
which man learned to obtain nitrogen from the 
air through the use of electric power gen-? 
erated by waterfalls, and this class of soil food 
now produced upon the bleak coast of Nor- 
way competes with the nitrates from the arid 
plains of Chile in feeding the farm lands of 
Europe and of the United States. 

Our own farms have increased their average 
wheat production per acre about 25 per 
cent, by this judicious application of soil 
foods brought from other parts of the world. 
Their average production per acre is yet only 
about one-half of that of the lands of England, 
France and Germany, which had already been 
tilled for centuries when our own farmers be- 
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gan importing materials for feeding the soil. 
This process of intensifying production re- 
sulted in making the wheat crop of the United 
States in 191 5 the largest ever produced and 
our contributions of wheat to the world's com- 
merce the largest of many years. At the same 
time it further increased commerce by bring- 
ing into this country in 19 14 over $23,000,000 
worth of fertilizers. 

Speeding up industry, applying scientific ^ 
methods to factories, replacing slow hand 
labor by time-saving devices, centralizing and 
simplifying management — all these factors 
will, in time, have world-wide adoption and 
commerce will benefit in proportion. 

New industries coming to the front con- 
stantly increase commerce and will continue 
to do so in the future. Invention, especially 
in the line of chemistry and 
mechanics, is annually adding ^^^^ 
to the volume of world trade. rJI^J*™* 
By increasing productiveness, by 
accelerating transportation and by increasing 
efficiency of labor and machinery, the inventor 
is an essential factor in the growth of world 
commerce. The nitrate industry in Norway, 
mentioned in a previous paragraph, is a strik- 
ing example of modern invention. 

Recently in mid-Pacific over after-din- 
ner coffee in the smoking room of one of the 
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22,000-ton Japanese mail steamers, the con- 
versation turned to the rapid development 
of the Japanese race. All the factors con- 
tributing to that growth had 
The Human Element in been rec0 unted with ardent 
International Commerce r , T 

supporters for each. It 

was at last noticed that a financier from the 
Island Empire had quietly joined the group. 
He was appealed to at once. "What," he was 
asked, "in your opinion has really been the 
vital influence behind Japan's development?" 
There was just a moment's hesitation and then 
the inscrutable Oriental smile broke over his 
* face as he replied quietly, "The Japanese 1" 
The most important factor in man's com- 
mercial development during the last century 
has been man. The ambition of the human 
race is what has sustained the ever-increasing 
commerce of the world. It is upon the human 
' element also that the future depends. Man 
' now has at his disposal powerful means 
of transportation propelled by steam, elec- 
tricity and gasoline. Governments are ad- 
vancing and guarding the interests of com- 
merce. Capital is ready for investments 
overseas. Industry is forging ahead in ex- 
pansion, in intensity of production, and in 
invention. The nations of the world have 
demonstrated their ability to adapt themselves 
to the changing demands of commerce. A 
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century ago, man with an equipment crudely 
primitive in comparison, launched out upon 
the remarkable century of commercial ad- 
vancement outlined above. With the improved 
facilities of today and with such enormous 
areas still open to commerce, the future of 
world trade is bright. 

Whether the promise is to be realized or 
not, depends upon the activity of the man be- 
hind the export manager's desk and his 
helpers. 



IV 



Our Preparedness for Foreign Trade 

WHEN the European war aroused us 
from the complacency of our domes- 
tic prosperity to a realization of our 
place in the family of nations, we asked our- 
selves, "What is our preparedness for conquer- 
ing foreign trade?" It was no new question 
to the men who had been battling in the world 
markets with the traders of Europe. To the 
novice, however, the answer has proved in- 
structive. Two things he has come to realize. 
One is the industrial strength of his own na- 
tion. The other is the magnitude of the task 
of learning to use that strength in the markets 
which Europe formerly dominated. 

When we compare the United States of 1800 
with that of 191 6 — the country of the post 
chaise and the sailing ship, with that of the 
ocean liner, the express train and the wireless 
— we appreciate not only the rapid growth of 
the nation but also the wonderful resources 
upon which it can rely in its battle for su- 
premacy in the world's trade. 

A century ago, inland transportation de- 
pended upon roads and rivers. A turnpike 

90 
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had been constructed to connect Philadelphia 
with Pittsburgh. A packet line on the Ohio 
River consisting of four keel boats propelled 
by oars and poles, connected 
Pittsburgh (population 2,000) ^T 009 ! W ? e 

^ t r>* / t ^ the rtrst Trade 

and Cincinnati (population j^ rter i es 
1,500). The alluring adver- 
tisement announcing the establishment of this 
line assured prospective patrons that: "No 
danger need be apprehended from Indians, as 
every person will be under cover made proof 
to rifle balls with convenient port-holes for 
firing out." 

Another packet line operated between Cin- 
cinnati and New Orleans, but so difficult was 
transportation that the cost of carrying a bar- 
rel of flour from New Orleans to Cincinnati 
was $10. The cost of moving merchandise by 
pack horses from Philadelphia to the nearest 
point on Lake Erie was $200 per ton. 

A little later the possibility of moving 
freight and people by a "steam wagon" oper- 
ating on iron rails became apparent. Stephen- 
son, in traveling over the turn- 
~:u- ^««^*:«~ du:i^j«u;« The Growth of Our 
pike connecting Philadelphia Rai i way Systems 

with Pittsburgh, ventured the 
opinion that a steam wagon would some day 
carry passengers and merchandise over that 
route. His prediction was verified even 
sooner than he expected. 
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In 1828 two companies were chartered for 
the construction of railways westward from 
Philadelphia and Baltimore, and others at 
New York and Boston soon followed. But 
they made slow progress, and it was not until 

1850 that the first through railway running 
from the Atlantic to the Great Lakes was 
opened. It consisted of the Boston & Albany 
Railroad as far as Albany, and thence several 
short lines between Albany and Buffalo. In 

1 85 1 the New York & Erie Railroad opened 
a through line from New York to Dunkirk 
at Lake Erie; in 1852 the Pennsylvania Rail- 
road was opened from Philadelphia to Pitts- 
burgh; in 1853 the Baltimore & Ohio opened 
a through service between Baltimore and 
Wheeling, on the Ohio River ; and in the same 
year the union of several short lines along the 
Hudson River and Erie Canal created the 
New York Central. 

Due to the prosperity of the Middle States, 
and to the encouragement given by the govern- 
ment to the roads reaching out from the Mis- 
sissippi Valley toward the Pacific, the rail- 
ways have experienced a remarkable growth 
from 1880 to the present day. 

Railroad Mileage in Operation in U. S. A. 

1880 93,267 miles 

1890 167,191 miles 

1900 198,964 miles 

1913 251,984 miles 
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With this increase in mileage came natur- 
ally a proportionate increase in the amount 
of freight carried — that is, an increase in the 
goods that entered the nation's trade. 

Freight Carried One Mile 

1890 77,207,047,298 short tons 

1900 141,596,551,161 short tons 

1913 301,398,752,108 short tons 

With railway business on such a vast scale 
economies were realized and rates regulated 
and reduced. Inland shippers, wishing to 
get their products to the seaboard, now enjoy 
much cheaper transportation rates than in 
former years. Charges on wheat moving 
from Chicago to New York via lake and rail 
have fallen from 29 cents per bushel in 1868 
to by 2 cents in 19 14. "All rail" rates on wheat 
from Chicago to New York, which were 46 
cents per bushel in 1866, were gV 2 cents in 
1 9 14, and were slightly below 8 cents if the 
wheat were consigned for exportation. 

This growth of our railroad traffic has been 
attended by such an increase in speed and such 
improvements in roadbed construction, rolling 
stock and freight-handling machinery that the 
United States today stands as the leading rail- 
way nation of the world. 

Not the least among the other factors con- 
tributing to our development has been the 
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marvelous improvement in communication. 
Postal service has been so bettered and ex- 
panded that the government's expenditures in 

TheBestCommunication l * l + We ? *?«4W0C)O as 
Facilities in the World compared with $5,000,000 

in 1850. As an example of 
the increase in telegraph facilities, the West- 
ern Union handled approximately 100,000,000 
messages in 191 3 against less than 6,000,000 in 
1 867. The recent completion of through tele- 
phone communication between New York and 
San Francisco marks a further step in the 
remarkable growth of that service from 
6,000,000 miles of wire in 1904 to 22,000,000 
miles in 19 14, which is 60 per cent, of the 
telephone wires of the world. 

In contrast with a century ago, the United 
States today is a unit, bound together by a 
close-knit network of railways, canals, navi- 
gable rivers and telegraph and telephone 
wires,' all assisting in getting our wares 
to the seaboard for export. The products of 
the most remote corners of the 48 states can 
now be delivered in a few days to an ocean 
liner for transport to the nations of the earth. 
In this carrier equipment, surpassing in size 
and efficiency that of any other country of 
the world, we have one of the most essential 
instruments needed by a nation wishing to 
dispose of her goods in the world's markets. 
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Quite the opposite has been the history of 
our foreign merchant marine. Although our 
nation is second only to Great Britain in its 
total merchant tonnage, the 
larger part of that tonnage is Our Neglected 

employed in domestic trade. On Foreign Merchant 

J. A Monne 

une 30, 191 5, the American 

ships registered for foreign trade numbered 

only 2,768 with a gross tonnage of 1,813,775. 

Compare with this our merchant marine for 

foreign service in 1863. At that time we had 

2,026,1 14 gross tons in our foreign commerce, 

212,339 tons in excess of our present volume. 

At the time of the Civil War our shipping 

suffered disaster. Taxation discouraged our 

ship-builders. Iron vessels displaced the old 

wooden sailing ships, and in the new industry 

we were surpassed by the countries of Europe. 

The higher wage scale for American seamen 

and the more stringent requirements of our 

navigation laws helped to drive the American 

flag out of the ocean carrying trade. Our 

merchants had to turn to foreign countries 

for their vessels, both for purchase and for 

registration. An estimate of total foreign 

shipping owned by American interests prior 

to the European war places it at between 

1,500,000 and 2,000,000 tons. There is no 

phase of preparedness for our overseas trade 

which shows us at so poor an advantage. 
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Coincident with and contributing to the de- 
velopment of our water and rail transporta- 
tion and the expansion of our population, has 

come a growth in domestic indus- 
The Greatest trics that is unequalled among 

^roducim Nation the Qther nations of the WQrld 
tn the World T , t . e t 

It is the outstanding fact about 
our resources that the United States today is 
the greatest producing nation of the world. 

It has a land area of 3,500,000 square miles 
out of the world's total land area of 50,000,000 
square miles exclusive of the polar regions. 
It has 100,000,000 people out of the world's 
population of 1,650,000,000. Yet with about 
seven per cent, of the land area and six per 
cent, of the population of the world we pro- 
duce about 75 per cent, of the corn of the 
world, 66 per cent, of its cotton, 66 per cent, 
of its petroleum, 50 per cent of its copper, 40 
per cent, of its iron, 40 per cent, of its coal, 
30 per cent, of its manufactures and 25 per 
cent, of its wheat. To handle this vast pro- 
duction and the commerce which grows out 
of it, we have approximately 40 per cent, of 
the world's railways, 30 per cent, of ite wealth 
and 35 per cent, of its banking power. 

With huge additions each year to the quan- 
tities of crude products available for manu- 
facture and with excellent facilities for moving 
those products to localities suitable for the 
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erection of mills, manufacturing in the United 
States naturally has forged ahead rapidly. 
The growth of the cotton 

industry will illustrate this. £$££ESX 
Each year has witnessed a 
greater number of spindles operated in our 
cotton mills. 

Growth of Our Cotton Industry 

Value of Cotton 
Spindles in Operation Manufactures 

1850— 3,998,000 $61,869,184 

1880—10,653,000 192,090,1 10 

1900 — 19,472,000 339,200,320 

1913—31,520,000 628,391,813 

Similar rapid increases in the producing 
powers of other great industries have added 
to the vast sum total of our manufactures, for 
example, of wool, silk and steel. 

Growth of Other Industries 

Census Wool Silk Iron and Steel 

1870 $199,257,262 $12,210,662 $207,208,696 

1880 238,085,686 41,033,045 296,557,685 

1900 296,990,484 107,256,258 803,968,273 

1910 507,166,710 196,911,677 I,377,i5i,8i7 

The growth of the great rubber industries 
in the United States made importations of 
crude rubber leap from 9,624,098 pounds in 
1870 to 131,995,742 pounds in 1914. 
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Within three score years and ten — within 
the memory of a great many men today — the 
country has developed into a leader in the 
world's industry. What that growth has 
meant to the nation is seen in the figures of 
the wages paid to our laboring classes and in 
the increment in value that has been added to 
the materials manufactured. 

Manufacturing Industries of U. S. A. 

Wage 
Census Earners Wages Value Added 

1850 957,059 $ 236,755,464 $ 463,982,794 

1880 2,732,595 947,953,795 1,972,755,642 

1900 4,712,763 2,008,361,119 4,831,075,210 

1910 6,615,046 3,427,037,884 8,529,260,992 

From the surplus production of our great 
industries we have been supplying, in greater 
volume each year, the needs of the outside 
world. It is safe to say that there are very 
few domestic industries, however, now operat- 
ing with 100 per cent, efficiency. If the 
300,000 establishments in the United States 
were to bring their production up to its 
maximum and devote the increased volume of 
output to foreign trade, the position of the 
United States as an exporting nation would be 
unassailable. While this is theoretical, it in- 
dicates the resources with which our indus- 
tries provide us in our fight for the world's 
trade. 
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All these great developments in industry 
have added enormously to the wealth of the 
country. 

Financial Growth of U. S. A. 

Census Total Wealth Per Capita 

1850 $ 7>i35>78o,ooo $ 307.69 

1880 43,642,000,000 870.20 

1900 88,5 1 7>307>ooo 1,164.79 

1912 187,739*071*090 1,965.00 

Banking Power 

1840 $ 440,000,000 

1870 2,140,000,000 

1890 5,010,000,000 

1908 17,500,000,000 

1914 24,300,000,000 

Since the outbreak of the European War, 
these huge aggregates of wealth and banking 
power have been greatly increased by the 
favorable balance of our foreign 
trade and by the absorption in our °" r *? eal ' h and 

, ^ r a r iSanktng rower 

market of American securities for- 
merly held by the warring countries. The 
United States is becoming a great capitalist 
nation, lending to the countries of the world. 
This judicious investment of capital abroad, 
in still greater volume, in the future will; 
return to our manufacturers a fuller share (if : : V- 
the world's trade. 



The Trend Toward Manufacturing 

IT was inevitable that the development of 
our production should be reflected in 
the character of the goods we exported. 
The products of which we had a surplus at 
home were those which we could spare to 
other countries. As production varied, ex- 
ports followed. Of the many changes that 
are discernible in the export records of the 
past century, the oiost important is the steady 
displacement of crude materials and food- 
stuffs by manufactures. To the factory owner 
the nation is looking more and more each year 
for an increasing share of the goods to be sold 
to the outside world. 

In classifying our exports, the Government 
recognizes five great groups: 

i. Raw materials for manufacturing. 

2. Foodstuffs, crude. 

3. Foodstuffs, manufactured. 

4. Manufactures for further use in manu- 
facturing. 

5. Manufactures ready for consumption. 
. . A survey of our agricultural and industrial 
Jatfowth and its relation to the development 
of other nations reveals the causes underly- 
ing the greater significance of the last two 
classes during recent years. 

100 
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In the middle of the nineteenth century, fol- 
lowing the opening of the central and western 
areas to agriculture and stock raising, the 
United States directed its en- 

ergies toward the producing ^ , , Jr„ , ^ 

* r j rr T i_ Foodstuff Production 

of foodstuffs. In the upper 

Mississippi Valley the great bonanza farms 
sprang up with tens of thousands of acres and 
thousands of employees under a single manage- 
ment. Large capital was at their disposal for 
the purchase of the best equipment then ob- 
tainable. Similarly along the foot of the 
Rockies, where the rainfall was not sufficient 
to justify wheat growing, the land was de- 
voted to grazing under similar methods. 
The United States became the largest meat 
supplying country of the world. 

Even the smaller farms, those of one-quar- 
ter or one-half of a section of land, in the 
Middle States developed a vast grain produc- 
tion utilized chiefly for "finishing off" the 
beef animals from the great ranges and for 
feeding the millions of swine of which the 
United States had half the world's supply. 
Similarly we began to tap the great resources 
of raw materials for which foreign nations 
had a demand. It was from the surplus of 
those great productions of foodstuffs and raw 
materials that the bulk of our exports came. 

Meantime, however, a great change had 



io2 FOREIGN TRADE 



occurred in the producing and consuming 
powers of the people of this country. With the 
growth in population from 40,000,000 in 1 872 
to 80,000,000 in 1903, the people demanded 
increased opportunities for making homes of 
their own on the great areas devoted to agri- 
culture. When the supply of public lands 
available under the Homestead Law became 
scarce, there arose a demand that the farms 
and cattle ranges be broken up. The ensuing 
years witnessed a gradual disintegration of 
many of these large holdings. Owing to the 

... , „ , doubling of population, the 
More Mouths to Feed, , .. t _ . l4 . « 

Less Food to Export ^ e d u c 1 1 on of agricultural 

areas and the change in meth- 
ods of producing grains, the relative quantity 
of foodstuffs, especially meat, available for ex- 
portation, began to diminish. While the con- 
stantly advancing price of meats reduced the 
speed of decline in the value of the quantities 
exported, the total value of meat products in 
our foreign trade fell rapidly, and was in the 
fiscal year 1914 only $143,000,000 against 
$202,000,000 in 1906. 

Great manufacturing industries had sprung 
up, and the people were devoting their efforts 
to manufacturing, transportation and similar 
industries. With more mouths to feed at 
home, with more people living in cities and 
towns, therefore not producing agricultural 
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products, and with the great ranges being di- 
vided up, the foodstuff groups gradually 
formed a smaller and smaller proportion of 
our total foreign trade. 

Although reductions in foodstuff exports 
were primarily from these causes, changed 
economic conditions in other countries also 
exerted a great influence. During the period 
in which our beef production and exports 
reached their highest points, 
Argentina and Australia were Less Developed 
developing a great cattle and Countries Displace Us 
. : « « . as Food Producers 

sheep industry. Science was 

also perfecting the refrigerating system so 
that the meats of these less developed countries 
might be placed more cheaply on the markets 
of the world. 

Similar conditions affected our exports of 
other foodstuffs, especially wheat and corn. 
While our increasing population was consum- 
ing greater percentages of our annual produc- 
tion, the more sparsely populated countries 
were rising to rival us as sources of the 
world's grain supply. While our exports of 
wheat were falling from $191,000,000 worth 
in 1880, to $1 13,000,000 in 1902, and $28,000,- 
000 in 191 2, other sections of the world, 
such as Argentina and Canada, were making 
up the deficit in the world's supply. Al- 
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though our exports fell off during these years, 
the world's wheat crop has steadily increased, 
and our share in that production has not ma- 
terially changed. It was the quantity which 
we had left over after home demand had 
been satisfied, and which was available for 
sale abroad, that declined. The falling-off 
was increasing rapidly until checked in 1914- 
191 5, when our wheat crop reached the 1,000,- 
000,000-bushel mark. 

A similar decline has been taking place 
in the exports of corn. From 213,000,000 
bushels in 1900, they dropped to 66,000,000 in 
191 1, and 11,000,000 in 1914. Although we 
have never been very large exporters of this 
product in proportion to the quantity we pro- 
duced, the figures given show that we have 
consumed more and more each year ourselves. 
At the same time Argentina was rapidly de- 
veloping the production and exportation of 
corn, and today her exports are far in excess 
of those of the United States, although her 
total production is but one-tenth that of our 
country. 
"> Cotton is, in fact, about the only agricul- 
tural product which has shown an increase in 
exports in recent years. The quantity sent out 
of the country has grown from an average 
of less than 2,000,000,000 pounds in 1886 to 
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3,500,000,000 in 1895, 4,000,000,000 in 1905, 
and 5,500,000,000 in 191 2, while the value of 
the cotton exports which averaged less than 
$200,000,000 prior to 1885 had grown to 
$400,000,000 in 1906, and to $610,000,000 
in 1914. 

Many other agricultural products of im- 
portance, barley, dairy products, hay, live ani- 
mals, hides and skins and flaxseed show 
a steady decline in quantities exported. 

In proportion as the share of raw materials 
and foodstuffs in our export list has declined, 
that of manufactured articles — the balance of 
the exports — has increased. Al- 
though not yet forming the bulk How Manufactures 
of our outward overseas trade, An Coming to 
factory products bid fair to at- 
tain that distinction in the near future. The 
steady growth from 1 5 per cent, in 1 880 to 36 
per cent, in 1900, 45 per cent, in 19 10, and 49 
per cent, in 191 3 indicate — when viewed in 
connection with the assured expansion of our 
industries — that we shall soon rank in the 
markets of the world as a manufacturing 
rather than as an agricultural nation. 

The vital significance of this fact to our 
manufacturers is greatly emphasized when 
we consider these increasing percentages in 
connection with the rapidly enlarging total 
value of our export trade. From $824,000,000 
in 1880, the value of our domestic products 
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exported has risen to $2,429,000,000 in 191 3. 
The manufacturer has been getting a larger 
share of a much larger total trade. What 
this means in actual figures is shown by the 
records : 

The Value of Our Manufactured Exports 
Compared with Total Exports 

Per 

Manufactures Total Exports Cent. 



1880 


$ 121,818,298 


$ 823,946,353 


15 


1890 


178,982,042 


845,293,828 


21 


1900 


485,022,156 


1,370,763,571 


36 


1910 


766,981,245 


1,710,083,998 


45 


1913 


1,185,104,309 


2,428,500,358 


49 



Although the increase in prices during the 
past two decades has been responsible to some 
degree for these greater values, the larger 
part of the increment is directly attributable 
to the greater volume of manufactured mer- 
chandise sent to foreign countries. 

A comparison by groups of 
Relative Changes t h e domestic exports for the 
in the Five Groups year m ^ when agric ultural 

products formed the highest percentage, with 
those of 191 3, the last normal year, brings out 
some very interesting facts. 

The raw material exported for use in manu- 
facturing is chiefly cotton. With our great 
increase in cotton production and the depen- 
dence of the world upon the United States for 
its supply, the percentage of this group has 
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remained from year to year practically the 
same. 

Crude foodstuffs consist principally of 
wheat, corn, oats and live animals for food. 
Foodstuffs partly or wholly manufactured 
consist chiefly of flour, meats, dairy products, 
dried fruits, canned food and vegetables. In 
these two groups the great decline has oc- 
curred — from 55.77 per cent, to 20.72 per 
cent, of our total domestic exports, 

Manufactures for further use in manufac- 
turing include, among other things, pig iron, 
steel bars, copper and leather. Manufactures 
ready for consumption cover steel rails, loco- 
motives, agricultural machinery, railway 
cars, clothing, boots and shoes, sewing ma- 
chines, and thousands of other finished arti- 
cles. In these two lines there has been a jump 
from 14.78 per cent, in 1880 to 48.80 per cent, 
in 1913. 

It must not be understood from the above 
discussions of the share which the three 
great groups, raw materials, foodstuffs and 

manufactures, form respectively 
Comparison by of our export tra( j e , that there 

has been a serious decline in the 
value of foodstuffs exported. The total value 
of foodstuffs exported in 1880 was $459,000,- 
000, and in 191 3, $503,000,000. Raw mate- 
rials exported increased in value from $239,- 
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000,000 in 1880 to $732,000,000 in 191 3, while 
manufactures, including both groups, in- 
creased from $122,000,000 to $1,185,000,000. 
To put it in a single sentence, — foodstuffs ex- 
ported have not materially changed in the 
value of their total since 1880, raw mate- 
rials exported have trebled, while manufac- 
tures exported are ten times as great. The 
rise in prices accounts for the fact that the 
value of foodstuffs is practically the same 
despite the decrease in volume exported, and 
this price element must also be taken into con- 
sideration in comparing the total values of 
the other classes. 

Having found that the wonderful growth 
of our export trade occurs chiefly in manufac- 
tures, we naturally desire to learn what par- 
ticular class of articles forms this group. An 
increase of nearly 900 per cent, exports in 
a single group of articles during so short a 
period as from 1880 to the 
present time is of sufficient im- Manufactures That 

™-*.« M ^ ;„of^ v o ,*Wi. „ Have Had 
portance to justify a closer ex- nt f ~ . 

r . J J , Phenomenal Growth 

animation to try to determine 

what particular articles are responsible for 
this phenomenal gain in the export trade. 

The principal articles forming the manu- 
factures group are agricultural implements, 
cars and carriages, leather and leather manu- 
factures, cotton goods, chemicals, oils, cop- 
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per, wood, paper and paper manufactures, 
and the multifarious manufactures of iron 
and steel, including in this term, machinery. 
All of these groups of manufactures show 
increases in exports, but some more rapid 
ones than others. A large proportion of the 
increase in most cases has occurred in the pres- 
ent century, for the total value of the manu- 
factures exported grew from $485,000,000 in 
1900 to $1,185,000,000 in 191 3, an increase of 
about 150 per cent, in a period of 13 years. 
Agricultural implements, for example, grew 
from $16,000,000 in the value exported in 
1900 to $41,000,000 in 1913; cars and car- 
riages, from $10,000,000 to $55,000,000; 
leather manufactures, from $27,000,000 to 
$64,000,000 ; mineral oils, from $68,000,000 to 
$130,000,000; copper, from $58,000,000 to 
$140,000,000; wood manufactures, from $46,- 
000,000 to $111,000,000; cotton manufactures, 
from $24,000,000 to $54,000,000, and manu- 
factures of iron and steel as a whole, from 
$122,000,000 to $305,000,000. Sub-dividing 
the iron and steel group we find that machin- 
ery alone increased from $55,000,000 in 1900 
to $131,000,000 in 1 91 3; structural iron and 
steel, from less than $3,000,000 to $16,000,000; 
pipes and fittings, from $7,000,000 to $17,- 
000,000, while tin-plate increased from less 
than $250,000 to nearly $6,000,000. 
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In view of the fact that the United States 
produces two-thirds of the world's cotton crop, 
and turns out from her factories over $600,- 
000,000 worth of cotton manufac- 
tures each year, the growth in Cotton Goods 

r . . a 1 the Laggard 

exports of cotton goods has 

been surprisingly slow. Manufactured ex- 
ports as a class increased 150 per cent, in 
13 years. Cotton goods, however, show a 
growth of only 125 per cent., despite the fact 
that the demand has been increasing rapidly, 
and our cotton production and cotton indus- 
tries have been expanding. This backward- 
ness of cotton goods as an export is due to the 
fact that American manufacturers, as a rule, 
have made little effort to adapt their products 
to the peculiar wants of the great cotton im- 
porting sections of the world — the Orient, 
the tropics and the south temperate zone. 

The changes in the import trade of the 
United States have been as interesting and 
suggestive as those of the exports already dis- 
cussed. The growth in imports 

has been less rapid than that of **** °™ Im * orts 

mt . . . « Have Lnangea 

exports. This is quite natural 

in view of the fact that the United States has 
so largely increased her production, especially 
in manufactures, that her people are less de- 
pendent than formerly upon outside countries, 
except in certain lines of foodstuffs and raw 
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materials for use in manufacturing, which are 
not produced at home. For example, we have 
increased enormously our importation of 
coffee and cacao, which we do not produce. 
We have added to our importation of sugar 
because, until very recently, little effort has 
been made to develop the production of beet 
sugar in our temperate zone area, although it 
has been quite apparent for a score of years 
that beet sugar could be produced here in un- 
limited quantities. We import hemp, jute and 
sisal from the tropics for use in manufactur- 
ing. We import large quantities of India rub- 
ber because it is a distinctly tropical product 
which we cannot grow upon our own soil. 
We import largely of hides and skins, be- 
cause the domestic supply has been some- 
what depleted with the reduction in the 
number of cattle slaughtered for food, but 
more especially because of the greater re- 
quirements of our increasing population 
for the articles produced from leather. 
As a consequence of these peculiarities of 
our import trade, crude materials imported 
for use in manufacturing increased from 
$132,000,000 in 1880 to $635,000,000 in 1913, 
while foodstuffs, including sugar, coffee, tea, 
cacao and tropical fruits rose from $218,000,- 
000 to $406,000,000! These classes now com- 
prise nearly 60 per cent, of our total imports. 
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Manufactures for further use in manufac- 
turing — including pig tin, of which we pro- 
duce none; copper, largely sent to us for re- 
fining; dyes and dyestuffs, of which Germany 
has had a monopoly; uncut diamonds; and 
lumber and wood pulp from the forests of 
Canada — show a marked increase in imports, 
from $111,000,000 in 1880 to $349,000,000 in 
1 91 3. The importance of our manufacturing 
industries in our import trade is further em- 
phasized when we realize that the raw materi- 
als, such as fibers, raw silk, India rubber, etc., 
wool, hides, and certain grades of cotton form 
a very appreciable part of the total trade. 
Articles fully manufactured and ready for 
consumption evidence a smaller growth pro- 
portionately, from $197,000,000 in 1880 to 
$408,000,000 in 191 3. 

In brief, while foodstuffs and manufactured 
articles imported have only doubled during 
the 33 years, manufactures for further use in 
manufacturing have trebled, and crude ma- 
terials for manufacturing have nearly quin- 
tupled. The demands of our manufacturing 
industries have been the principal cause of 
this growth of our import trade. 



VI 



Our New Trade Relations 

TO what countries has the increase in our 
export trade gone? What have been 
the deciding factors in directing the 
growing streams of products that have left 
our shores? A survey of the world distribu- 
tion of our new business will clarify our ideas 
and place the correct emphasis on the world 
trade forces that have recently been at work. 

Where Our Exports Go. 
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$1,479,000,000 
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146,000,000 


534.8 


115,000,000 


858.3 


79,000,000 


1 ,028.6 


29,000,000 


480.0 



1880 

Europe $719,000,000 

N. America. . 69,000,000 
S. America... 23,000,000 

Asia 12,000,000 

Oceania 7,000,000 

Africa 5,000,000 

Our first glance at the statistics, centers on 
the huge volume of our trade with Europe as 
compared with other continents. In 19 13 
Europe purchased 60 per cent, of our total 
export trade. But it is of vital importance to 
keep in mind that 65 per cent, of that Euro- 
pean trade consisted of raw materials and 
foodstuffs. 

"5 
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When we compare each continent's trade 
with us in 1880, with its increased trade in 
191 3, we find that Europe is the last in the list 

as regards the rate of growth. 
Non-Manufacturing Her purchases in the United 
Countries Our gtates haye Qnl doubled, 

New Customers , , - yji , A 

whereas those of North Amer- 
ica were nearly nine times as much, of South 
America over six times as much, of Asia nearly 
ten times, of Africa six times, and of Oceania 
over eleven times. The rise of the non-Euro- 
pean nations as new customers of the United 
States has been much more rapid than that of 
the older countries of Europe. 

The reasons for this change are to be found 
in the development in the character of our 
exports. We have seen how manufactures 
have come to the fore in our outward overseas 
trade, comprising 49 per cent, of our exports 
in 191 3, as compared with but 15 per cent, in 
1880. Europe is itself so great a manufactur- 
ing section that it has comparatively little 
need of our manufactured products. It wants 
foodstuffs when, unfortunately, our supply, in 
excess of our own requirements, has distinctly 
declined. True, it wants manufacturing ma- 
terials and gets large quantities in the form, 
for instance, of raw cotton and copper and pig 
iron. Due to our unique position iff the petro- 
leum industry, Europe calls on us for refined 
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mineral oil and lubricating oils, which rank 
as manufactured goods. But for the bulk of 
manufactures, especially those fully finished, 
her demand is small in comparison with her 
population and wealth. It is not surprising, 
therefore, to find that the share which Europe 
takes of our exports has fallen from 86 per 
cent in 1880 to 60 per cent, in 191 3. 

The great manufacturing countries of the 
world are the nations of Europe and the 
United States. The other sections of the 
world which have risen in importance as cus- 
tomers, are non-manufacturing. It is true that 
Canada has materially increased her manu- 
factures in recent years, but a large propor- 
tion of the finished goods that her people use 
taust still be imported. Central and South 
America and Africa have very little manufac- 
turing. Oceania is still predominantly agri- 
cultural ; and Asia, also, except for Japan with 
its recently developed industries. 

There are thus two distinct markets for 
American goods, one manufacturing and the 
other non-manufacturing. In view of the 
gains that manufactures have made in our ex- 
ports, we can understand why it is that Europe 
has, for the time at least, yielded place to the 
less-developed nations of the world in the 
eyes of our manufacturers who form the great 
mass of our exporters. In the offices of the 
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great corporations controlling our resources 
of raw products and foodstuffs, however, we 
can rest assured that the importance of 
Europe as a market is not overlooked. 

Turning to the sections of the world from 
which we draw our imports, we again find 
that the growth of our manufactures has af- 
fected our trade currents. The 
Jncreasein Our bulk of Qur im trade . g alsQ 

Imports from non- . t ^ r , 

European Nations Wlth ™n-European and non- 
manufacturing countries of the 
world. India rubber from South America and 
the plantations of the Orient, raw silk from 
China and Japan, pig tin from the Malay Pe- 
ninsula and Bolivia, hemp from the Philip- 
pines, jute from India and sisal from Mexico, 
among our principal imports, are examples 
of how our manufacturing needs are met by 
the less-developed nations of the earth. From 
Australia, Argentina and China, as well as 
some parts of Europe, especially the agricul- 
tural sections of Russia, we get about half 
our wool supply; certain high grades of cot- 
ton for use in conjunction with our own 
product come from Egypt; and hides and 
skins, to a value of $100,000,000 a year, are 
imported from non-European nations, chiefly 
South and Central America, Australia, China, 
India, Turkey in Asia and northern Africa. 
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1 

For certain foodstuffs wc are also com- 
pelled to call upon foreign countries. Most 
of the $100,000,000 worth of sugar imported 
comes from Cuba ; the larger part of the cof- 
fee of similar value comes from Brazil. 
Cacao, of which our consumption is increas- 
ing rapidly, comes from South America, the 
West Indies, and the west coast of Africa. 
Tea is supplied by China and Japan, with 
smaller quantities from India; and tobacco is 
received chiefly from Cuba, Asiatic Turkey 
and the Dutch East Indies. 

Where Our Imports Come From 

Per- 
centage 
of 
1880 1 91 3 growth 

Europe $371,000,000 $893,000,000 140.7 

N.America... 130,000,000 362,000,000 178.5 

S. America . . . 82,000,000 218,000,000 165.9 

Asia 67,000,000 276,000,000 31 1.9 

Africa 4,000,000 26,000,000 550.0 

Oceania 14,000,000 80,000,000 471.4 

In 1880 Hawaiian trade was included in the figures for 
Oceania, and in the above figures for 191 3, they have also 
been included in the Oceania totals. 

With the bulk of the articles which w6 im- 
port for food and for manufacturing purposes 
coming from the countries outside Europe, it 
is not surprising to find that our imports from 
that continent have increased but 140.7 per 
cent, since 1880, while those from the remain- 
der of the world have increased 223.9 per cent. 
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The change in the import movement, when 
considered by countries, is not as sharply de- 
fined as in the export movement. We have 
always required, as. we now do, the coffee, 
sugar and cacao of the tropics, and have al- 
ways purchased certain manufactures from 
Europe. That there has been a distinct effect, 
however, is shown by the fact that our imports 
from that continent dropped from 56 per cent, 
in 1880 to 49 per cent, in 1913, with a cor- 
responding increase in the imports from the 
other outside nations of the world. 

During more recent years this tendency in 
the rates of our importations from the various 
countries has been noticeably stronger. From 
1890 to 1 914, by way of illustration, while im- 
ports from Europe were only doubling, those 
from North and South America trebled, and 
those from Asia and Africa quadrupled. 

The fact that our imports from non-Euro- 
pean countries have shown much larger per- 
centages of gain than those from Europe, is 

easily accounted for. The 
Industrial Growth iod since lg8o as we have 

Affecting Our Imports -. , . ■ 

outlined in a previous chap- 
ter, witnessed the great development of our 
manufacturing industries. It was natural that 
while manufacturers were trebling their out- 
put in the United States, the imports of manu- 
facturing materials should have grown rapidly 
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prising that our exports to Japan should have 

increased 140 per cent, from 1902 to 1914, 

while those to China made no increase. The 

explanation lies principally in 
China, India and the fact that j hag been 

Brazil Exceptions tn , ../. , . . 

Our Export Trade advancing rapidly in her indus- 
tries during this period and has 
bought largely of machinery, railroad material 
and raw cotton for manufacturing from the 
United States. China has advanced less 
rapidly in her imports, and a large part of 
her requirements have been supplied by 
Japan, which has, meantime developed a 
great manufacturing industry. In the early 
part of the present century, 1900 to 1905, 
.China was buying large quantities of merchan- 
dise, especially cotton cloths, from the United 
States. Our heavy cottons, made for our tem- 
perate zone, were well adapted to the needs 
of the people of north China, also a temperate 
zone country. In that same period, however, 
Japan developed a cotton manufacturing in- 
dustry. Her manufacturers were acquainted 
with the local fashions and requirements of 
China, lying just alongside, and could, there- 
fore, offer goods in a more acceptable form 
than those made in the United States. They 
sold them through men speaking the Chinese 
language, and thus rapidly took over to their 
own mills a large proportion of the cotton- 
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goods trade of northern China which the 
United States had formerly enjoyed. 

In India we find an apparently curious sit- 
uation, in the fact that that country from 
which we import over $70,000,000 worth of 
merchandise a year takes only about $15,000,- 
000 from the United States, although her im- 
ports are chiefly manufactures for which we 
are now desiring to find a market The ex- 
planation of this, however, lies largely in the 
fact that India is a colony of Great Britain, 
and much of the trade is in the hands of 
Englishmen and English companies. 

Brazil presents somewhat similar conditions 
in its trade with the United States, but for dif- 
ferent reasons. We buy from Brazil over 
$100,000,000 worth of merchandise per an- 
num, and sell her merchandise amounting to 
only $35,000,000 a year. The reason that our 
sales to Brazil are so much out of proportion 
to our purchases is partly that she finds it more 
convenient to buy her manufactures from 
Europe than from the United States because 
of better steamship facilities. Due to longer 
credits given by European merchants to the 
Brazilians, and to the demands of large South 
American enterprises financed and operated 
by Europeans, Brazil's trade has tended to- 
ward Europe. 

The forces underlying world trade have 
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been operating year by year to change our 
foreign trade to the benefit of our manufac- 
turers. The new markets we are reaching, 
the new imports we are receiving, all work 
together to forward the interests of the fac- 
tory owner. To the manufacturers who have 
pioneered our overseas business, must be given 
great credit for the work they have done. At 
the disposal of the factory owner who has not 
yet ventured out into foreign fields is the hard- 
won experience that these men have gathered. 
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Fighting for the World's Trade 

IN the fall of 19 14, previous to the out- 
break of the European War, the struggle 
for the ascendancy in world commerce lay 
between three nations — Great Britain, Ger- 
many and the United States. Of the three, 
Germany was setting the pace. England, in- 
trenched behind a world system of commerce, 
loosely organized but supported by control 
of the seas and by strategically placed col- 
onies, was finding in Germany a formidable 
competitor. The systematic and painstaking 
trade campaign laid out by the Teutonic em- 
pire was challenging British supremacy in all 
the markets of the earth. The United States, 
relying for half her exports on her natural re- 
sources of foodstuffs and raw materials, had 
not felt as keenly as the other two the intensity 
of world competition in the manufactures 
trade. In this struggle what has been our 
part, what have we achieved, what have been 
the forces hindering or helping us? 

In a sentence: — We have kept pace with 
the world, but no more. 

Wonderful as has been the growth of our 
commerce in recent years, we find from statis- 
ts 
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tics that we have done no more than keep up 

with the other competing countries, indeed 

with the world at large. This is especially 

true with reference to the years 1900 

Pace-keefiers to 191 3. In that short period of 13 

Pace-makers Y ears ^ e international trade of the 

world actually doubled in value. The 
total exports plus the total imports of all coun- 
tries aggregated, in 1900, $20,000,000,000, 
and in 191 3, $40,000,000,000, an increase of 
100 per cent. Our total foreign commerce in 
1900 was about $2,244,000,000 and in 191 3 
about $4,279,000,000 — a gain of but 91 per 
cent 

In gauging our progressiveness as world 
traders, however, we turn to our export rec- 
ords — rather than to those of our total foreign 
trade— as a criterion. Even here we find that 
the pace set by other countries is fully as rapid 
as our own. A study of the accompanying 
table will show how our progress has been 
practically the same as that of the United 
Kingdom, more than that of France, but con- 
siderably below that of Germany during the 
years from 1900 to 1913. Netherlands, Russia, 
India, Canada, Argentina and Japan — though 
their individual shares of the world's trade 
have been smaller — have been developing 
their exports at a rate, in some instances, 
double our own. 
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Export Trade of Twenty-Five Principal 
Countries of the World in 1900 and 

1913 (Merchandise only), 

Domestic Exports Increase 

1900 1913 in 

Dollars Dollars Exports 

Argentina 149,189,000 466,582,000 212% 

Australia 153,245,000 365,426,000 138% 

Austria Hungary.. 394,440,000 562,247,000 42% 

Belgium 371,117,000 717,152,000 93% 

Brazil 182,375,000 315,586,000 73% 

Canada 148,008,000 355,755,ooo 140% 

Chile 60,703,000 144,653,000 138% 

China 1 17,499,000 294,010,000 150% 

Denmark 75,553,ooo 170,812,000 127% 

Egypt 82,877,000 156,506,000 88% 

France 792,979,000 1,326,950,000 67% 

Germany 1,097,509,000 2,403,311,000 118% 

India 353>903,ooo 798,814,000 125% 

Italy 258,281,000 483,255,000 87% 

Japan 101,806,000 314,965,000 209% 

Mexico 37,303,000 129,971,000 248% 

Netherlands 680,009,000 1,239,360,000 82% 

Norway 43,616,000 102,084,000 134% 

Russia 368,955,000 782,869,000 112% 

Spain 115,179,000 194,281,000 68% 

Sweden 104,872,000 219,049,000 108% 

Switzerland 160,148,000 265,645,000 65% 

Turkey 68,821,000 134,009,000 94% 

United Kingdom.. 1,417,086,000 2,556,106,000 80% 

United States 1,370,764,000 2,428,506,000 77% 



*^ 



Total 8,706,237,000 16,927,904,000 
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This list of the exports of 25 principal coun- 
tries of the world shows a total in 1900 of 
$8,706,237,000 against $16,927,904,000 in 
1 91 3, a gain of 83 per cent, or six per cent, 
greater than our own export increase. 

It is to be said to our credit, however, that 
our rapid growth has been made despite the 

changing character of our ex- 
The Change from ports. In 1900, 40 per cent, of 
Foodstuffs to our exports were foodstuffs ; in 

??^T* 1913, but 21 per cent. Meantime 

Retarded Our , j. , 

Export Growth manufactures were displacing 

foodstuffs, having risen from 
36 per cent, to 49 per cent. Raw materials 
increased six per cent. 

This change retarded our progress as an ex- 
porting nation. Witness the decade 1890- 
1900, when foodstuffs were the main item in 
our export list and our outward volume of 
products showed an increase of over 50 per 
cent., while that of other principal countries 
grew only 25 per cent. 

Long experience in pushing manufactures 
in foreign markets, cheaper labor for use in 
the manufacturing industries, and control of 
business in many foreign countries through 
established relations and invested capital, all 
combined to give the European nations a big 
advantage over our own exporters, many of 
whom were just beginning their foreign cam- 
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paigns. Foodstuffs and cotton sell themselves, 
and our progress was rapid so long as we had 
increasing quantities to export. When the 
supply began to decrease, we had to fill the 
vacancy with manufactured products ; and the 
fact that our growth during this period of 
transition is comparable to that of the older 
manufacturing nations of Europe, indicates 
plenty of initiative on the part of our export- 
ing manufacturers. 

With these facts in mind, it is of interest to 
look more deeply into the nature of the prod- 
ucts sold to the world by the leaders in export 
expansion. Great Britain, Ger- 
many and France are in the order && ort ? °f 

j ^i. i_ • r -i Manufactures and 

named the chief commercial coun- ™ Expansion 

tries of Europe. Great Britain's 
total trade is about $6,000,000,000 a year ; that 
of Germany approximately $5,000,000,000, 
and that of France about $3,000,000,000. In 
the case of Great Britain, Germany and 
France, as well as Belgium, manufactures 
form approximately 80 per cent, of the total ex- 
ports. Likewise, France and the Nether- 
lands, excluding their rehandling of tropical 
goods, export a much larger percentage of fin- 
ished goods than of foodstuffs or raw ma* 
terials. 

In the case of Russia — as well as Norway 
and Sweden — with large productions from 
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agricultural holdings, forests and mines, the 
percentage which manufactures form of the 
total exports is small. From Australia, Can- 
ada, and Argentina come vast quantities of 
food products, while manufactures form a 
small part of the total outward trade. 

It is among these producers of raw mate- 
rials and foodstuffs that we find the phenom- 
enal rates of increase for the period 1900- 191 3. 
They were exporting goods for which there 
was already a demand — they did not have to 
seek a market. Their success as exporting 
nations is largely to be credited to the buyers 
in other nations rather than to the sellers in 
their own. 

With the great industrial nations — especi- 
ally Great Britain, the United States, Germany 
and France — the case is reversed. The seller 
has had to seek the buyer, and in consequence 
the relatively smaller rate of growth represents 
an immensely greater expenditure of effort. 
It is among these exporters of finished goods 
— whose main task is the winning and the re- 
taining of customers — that the United States 
must rank in the future. 

It is likewise among the non-manufacturing 
nations that the United States must look for 
new markets in which to dispose of her sur- 
plus production. It is also from them that 
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she must purchase the foodstuffs and manu- 
facturing materials that she needs. 

Having attained a place among the three 
great exporters of manufactures, we should 
consider what trade forces, if any, have been 
employed by our competitors to 
greater advantage and benefit Europe's Weapons 

than by ourselves. By the expe- t lT r . 

r ^ r t^ expansion 

nences of the nations of Europe 

we can profit in bidding for a greater share of 
world trade. England, with her ships in 
every port of the world, has utilized trans- 
portation facilities, more than any other 
country, in the expansion of her commerce. 
England and Germany have both been active 
for years investing money from the home 
countries in foreign lands, with a resultant in- 
crease in demands for the goods of the invest- 
ing nation. It is well known, for example, 
that the railroads and mines in South Amer- 
ica which are financed by British capital ha- 
bitually place their orders in the British Isles. 
In utilizing these two instruments of trade 
promotion the United States, in comparison, 
has been deficient. 

In Germany the promotion of overseas 
trade has been a direct interest of the political 
forces of the government. Through subsidies, 
public commercial schools, exporting combi- 
nations, preferential rates on the railroads aridL' v : 
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ocean liners, and through actual political in- 
fluence in the markets of the world, all the 
European powers, but in particular Germany, 
have been systematically aiding their 

How Europe traderS- The great merc hant fleets of 
Assisted Her f _ ° f - 

Merchants the European powers have been reg- 
ularly aided by grants from the 
governments. 

In the recent steps of our own government 
— the extending of the work of the Bureau of 
Foreign and Domestic Commerce, the ap- 
pointment of commercial attaches, the fur- 
therance of friendly relations with the South 
American republics — we see promise that 
the American exporter also will have stronger 
backing. At a recent lecture in New York a 
prominent banker remarked that the success 
of American trade abroad depends upon the 
closest harmony and cooperation between 
business interests and the powers in the Cap- 
itol at Washington. There is no doubt that 
the traders of Europe owe much of their suc- 
cess to assistance of just this sort. 

The stimulus given a nation's trade by col- 
onization has been enumerated among the im- 
portant factors affecting world commerce. 
When we compare the vast colonial empires 
of the nations of Europe with our own foreign 
territory, we discover one advantage which 
> itts difficult for the United States to overcome. 
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Great Britain with nearly 2,000,000 square 
miles of territory in India and the Far East, 
with nearly 3,500,000 square miles in Africa, 
not to mention her holdings in 
Australasia and the Americas, ponies and Their 

, .11 11 "art tn the World 

derives a trade about equally Trade Battle 

divided between imports and 

exports, of $2,000,000,000 a year from her 

overseas dominions and dependencies. The 

Netherlands, with colonial possessions of over 

1,000,000 square miles — 80 times her own size 

— has a trade of over $260,000,000 with her 

dependencies. 

France, with more than 4,750,000 square 
miles of colonial area, mostly in Africa, is rap- 
idly increasing her commerce with her de- 
pendent peoples by systematic development 
of their producing possibilities. Germany en- 
tered the colonial field at a more recent date 
and her possessions, whose fate now depends 
on the outcome of the war, have a compara- 
tively smaller consuming and producing 
power owing to their situation and climate. 
Belgium, Italy, Portugal, Spain and Den- 
mark also draw large proportions of their 
trade from their overseas possessions. 

The United States has now an annual trade 
of about $250,000,000 with her non-contigu- 
ous possessions. Over 80 per cent, of the mer- 
chandise purchased by Alaska, Hawaii and 
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Porto Rico is produced in the United States. 
For the Philippines the proportion is nearer 
50 per cent. The exports of these countries 
come to the United States in about like ratio. 
Our territorial possessions, including Alaska, 
are somewhat over 716,000 square miles — a 
small amount compared to Europe's colonies. 

France and England are the two greatest 
colonizers with vast tracts of the earth's sur- 
face still available for development, and this 
political advantage will afford them a handy 
weapon in pushing their commerce — by trade 
Carriers as well as by investments — against 
hostile competing nations. 

When the present crisis in Europe's com- 
mercial, as well as political, history ha9 
passed, there will be opportunity for a realign- 
ment of trade forces. While the war continues, 
the United States is to some extent relieved of 
the competition that she felt up to 1914. She 
alone of the great leaders in world trade has 
not been drawn into the world conflict — and 
now is her opportunity to establish her place 
in the commercial world in anticipation of 
an after-the-war struggle. 
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SUGGESTIONS AS TO FURTHER 

READING 

In the text the subject matter has been 
selected, so far as possible, with a view to 
keeping the reader's attention focussed upon 
concrete examples rather than upon theories. 
In suggesting further reading also the many 
volumes on the theory of economics will be 
omitted. Specific treatment of world trade 
forces will be found in such books as J. Rus- 
sell Smith's Industrial and Commercial 
Geography, W. C. Webster's General His- 
tory of Commerce, E. R: Robinson's Commer- 
cial Geography, Clive Day's History of Com- 
merce and J. D. Whelpley's The Trade of the 
World — all of which should be helpful. In 
many of these books, commercial geography 
and economics have been jointly considered, 
and in all of them the broader principles of 
world trade have been emphasized. 

There are many other volumes dealing with 
more specific phases of world trade — such as 
transportation, finance, etc. — which will be 
included more appropriately in the suggested 
reading of subsequent Units. 

The exporter who wishes to study for him- 
self the records of the United States as an 
international trader — especially in particular 
lines — will find official figures in the Statis- 
tical Abstract of the United States, Commerce 
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and Navigation, the daily Commerce Reports 
and other publications of the Bureau of For- 
eign and Domestic Commerce. A catalogue 
of these publications should be obtained from 
the Superintendent of Documents, Govern- 
ment Printing Office, Washington, D. C, by 
every student interested in further study. The 
records of other nations can be found in the 
countries' annual statistical reports. General 
totals are reprinted in such publications as the 
Statesman's Year Book, the International 
Year Book, and the various almanacs such as 
the World Almanac and Whitake/s Almanac. 
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QUIZ QUESTIONS 
Introduction 



1. What are the four major divisions of the Course 
in Foreign Trade? What are the subjects of the three 
units in each division? 

2. Why should we study import trade? 

3. What are the component parts of a study unit? 
What is the best system for studying a unit ? 

4. Mention five qualities sought for in a man in 
export trade. 

II 

5. What three distinct eras are there in the com- 
mercial development of the United States? 

6. What new world position has the war forced 
upon us as regards exports and industries? 

7. What evidences are there in shipping and finan- 
cial circles of a new interest in foreign trade? 

8. What is the size of our export trade? What 
percentage does our foreign trade form of our total com- 
merce? 

9. What has been the rate of growth of our export 
trade during the last 15 years? 

Ill 

10. What are the four important items of "cost"? 
How will each be affected by the war? 

11. What conditions followed the close of the Cri- 
mean War as regards money rate ; of the Civil War and 
the Russo-Japanese War as regards wages? 

12. What is the weakness of our present prosperity? 

13. What developments in Europe forecast a com- 
mercial war after peace is concluded in the present armed 
conflict? 

14. Will nations seek the cheapest markets irrespec- 
tive of nationality after the war? 
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IV 

15. What two causes have in the past limited the de- 
mand for men trained in foreign trade? 

16. Where is that demand most insistent today? 

17. Name three essentials in the educational training 
of a man for foreign service. 

18. What is the difference between training a man 
for a job and in a job? Why is a reading-course of espe- 
cial value in this connection? 

19. Why is it "good business" for an employer to 
train his men? 

Economics of World Trade 

I 

1. Define "foreign trade" and "domestic commerce." 

2. What are the three basic factors in world trade? 

3. In what way does an empty kerosene can, bought 
by a Chinaman in the Federal Malay States, exemplify 
the basic principles of world trade ? 

4. How many fold has the foreign commerce of 
South America, India and Japan increased since the de- 
velopment of railways? 

5. How does the world's stock of gold today com- 
pare with that of 1850 and 1890? What bearing does 
this have on world commerce? 

II 

6. Enumerate eight minor factors in world com- 
merce. 

7. In what three ways does export trade benefit a 
nation's home industries? 

8. What is "dumping" and why is it injurious to 
trade ? 

9. In what two ways does the export of capital affect 
world commerce? 

10. How does Alaska prove the value of colonization 
to a nation's trade? 
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11. Name three requisites of a trade center in inter- 
national commerce. 

12. How may the seasonal movements of wheat affect 
a shipper of coal ? 

13. Is a "protective" tariff repressive in its effect on 
world trade? 

Ill 

14. Name three new railroads now under construc- 
tion that will assist in the development of non-manufac- 
turing nations? 

15. Name three uses to which electricity is being put 
in developing world trade? How? 

16. What is meant by the "fluidity" of commerce? 
Give three examples of it. 

1 7. How near is our coal supply to exhaustion ? What 
does this mean to foreign trade? 

18. How does the inventor contribute to trade expan- 
sion? 

IV 

19. How has the growth of our railroads affected 
freight rates? 

20. What is the position of our total merchant ton- 
nage among the commercial fleets of the world? Why 
is our foreign tonnage small ? 

21. How has immigration affected our foreign trade? 

22. Give eight reasons why we are the greatest pro- 
ducing nation of the world. 

23. In what two ways was our wealth increased by 
the European War? 



24. What are the five classes of exports recognized 
by the Government? 

25. Why did the growth of manufacturing industries 
cause a decrease in our exports of foodstuffs? 



